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Although  this  manual  deals  specifically  with  budgetary  control  procedure 
as  applied  to  governmental  institutions,  the  principles  are  being  rapidly  ap- 
plied to  commercial  concerns.  Almost  all  corporations  control  their  capital 
expenditures  through  appropriations.  There  is  only  one  way  in  which  control 
can  be  maintained  over  the  expenditures  of  a  construction  project — an  encum- 
brance must  be  set  up  at  the  time  the  purchase  order  is  issued. 

Many  large  corporations  likewise  control  their  operating  expenditures  or 
at  least  the  variable  operating  accounts.  Department  stores  operate  open-to- 
buy  records  designed  to  control  the  purchases  of  merchandise  in  accordance 
with  planned  sales  and  are  striving  to  co-ordinate  planned  sales  with  planned 
expense  to  fulfill  a  projected  profit. 

Open-to-buy  records  may  be  combined  with  departmental  purchase  records 
and  expense  appropriation  records  may  be  combined  with  the  actual  expense 
accounts.  The  application  of  these  principles  to  commercial  houses  results  in 
a  record  that  is  vital  to  the  financial  and  operating  management.  Up-to-the- 
minute  facts  prevent  over-expenditures,  control  merchandise  stocks  at  the 
source  of  buying  and  place  an  ironclad  control  at  the  fingertips  of  executives. 


BUDGETARY  CONTROL  through 
MODERNIZED   ACCOUNTING 

METHODS 


INTRODUCTION 


A  widespread  interest  in  the  subject  of  budgetary 
accounting  is  being  shown  everywhere  by  officials 
of  goveramental  agencies,  since  through  such 
accounting,  when  properly  planned  and  maintained, 
it  is  possible  to  make  intelligent  estimates  of  reve- 
nues and  expenditures  and  to  control  expense  so 
that  commitments  and  payments  will  not  exceed 
income  or  appropriations. 

Budgeting  of  expenditures  is  required  by  law  in 
most  national,  state  and  provincial  governments. 
Many  states  require  counties  and  municipalities  to 
operate  on  budget  plans.  Many  other  governmental 
administrations  operate  on  strict  budget  systems 
even  though  not  required  by  law,  because  of  their 
desire  to  give  the  public  the  most  efficient  adminis- 
tration. The  total  amount  of  money  available  for 
spending  is  budgeted  to  various  departments,  divi- 
sions and  for  special  purposes  so  that  each  depart- 
ment or  division  is  charged  with  the  responsibility 
of  limiting  its  expenditures  to  the  amounts  allotted. 

Budgetary  accounting  is  applicable  and  desir- 
able in  all  public  enterprises  operating  on  public 
funds,  such  as  educational  institutions,  hospitals, 
boards  of  education,  penal  institutions,  mental 
institutions  and  in  all  other  activities  of  city,  county, 
state  and  federal  governments.  Most  of  these 
organizations  are  primarily  spending  units  and 
derive  most  of  their  income  directly  or  indirectly 
from  some  sort  of  taxation,  the  revenue  from  which 
must  be  carefully  estimated  before  deciding  how 
much  money  can  be  spent  for  the  different  activities. 


Practically  every  city,  county  and  state,  as  well 
as  educational  and  other  institutions  recognize  the 
importance  of  maintaining  proper  budget  records 
and  are  doing  so  in  some  fashion.  Many  of  thessr 
have  not  been  able  to  maintain  these  records  suf- 
ficiently up-to-date  and  with  information  to  produce 
prompt  and  accurate  reports  or  to  eliminate  the 
confusion  and  mistakes  that  usually  exist  where 
modern  accounting  methods  have  not  been  adopted. 

The  accounting  machine  applications  described 
in  this  manual  are  intended  to  simplify  and  expedite 
the  posting  of  the  records  necessarj'  to  keep  budget 
balances  currently  available  for  reference;  to  obtain 
a  complete  classification  of  expenditures;  to  classify 
income  by  sources  of  revenue;  to  produce  compara- 
tive reports  as  to  budget  conditions,  revenues,  and 
expenditures,  promptly  each  month  or  as  required: 
and  to  carry  this  information  promptly  and  accu- 
rately to  budget  and  revenue  estimates  which  must 
be  prepared  as  quickly  as  possible  before  the  begin- 
ning of  each  fiscal  period. 

Specific  applications  will  varj-  somewhat  accord- 
ing to  local  conditions,  special  legal  requirements, 
etc.,  but  the  use  of  accounting  machine  methods 
along  similar  lines  to  those  illustrated  in  this  manual 
is  an  essential  part  of  modernizing  budgetar> 
accounting  procedure.  The  employment  of  com- 
petent accounting  counsel  to  direct  the  moderniza- 
tion program  is  a  worthwhile  investment  and  will 
assure  the  greatest  satisfaction  in  results  obtained. 
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BUDGETARY    CONTROL 


Classification  of  Budgetary  Accounts 

Governmental  and  Institutional 


In  setting  up  a  budget  control  plan,  one  of  the 
most  important  steps  is  a  proper  classification  of 
accounts. 

The  classification  of  budgetary  accounts  will 
depend  to  a  large  extent  on  local  laws  and  regulations, 
and  individual  opinions  of  those  supervising  the 
accounting  work. 

The  charts  of  accounts  exhibited  herein  are 
representative  of  the  usual  method  of  classifying 
funds,  departments  or  functions,  appropriations 
and  expenditures  in  state  and  municipal  govern- 
ments and  all  types  of  institutions.  Budgetary 
accounts  for  other  activities  are  usually  established 
along  similar  lines. 


the  general  method  used  in  setting  up  a  fund  classi- 
fication. 

As  stated  before,  general  or  current  funds  are 
the  source  of  most  departmental  appropriations, 
other  funds  are  usually  assigned  to  specific  pur- 
poses. For  example,  all  money  received  and  paid 
out  by  the  State  Workmen's  Compensation  Depart- 
ment would  be  handled  through  the  Workmen's 
Compensation  Fund.  Appropriations  made  from 
this  fund  would  be  for  specific  purposes  within  the 
divisions  of  the  Workmen's  Compensation  Depart- 
ment. The  principal  of  non-expendable  funds  such 
as  endowments  can  not  be  spent  for  any  purpose. 
These  funds  are  invested  in  suitable  securities  and 


STATE  GOVERNMENT 
FUNDS 

General  Revenue  Fund 
Special  General  Revenue  Fund 
General  School  Fund 
State  Road  Fund 
State  Road  Sinking  Fund 
State  Interest  and  Sinking  Fund 
Special  School  Fund 
Workmen's  Compensation  Fund 


EDUCATIONAL 
INSTITUTION  FUNDS 

General  and  Current  Funds 

General  Unrestricted 

College  Tea  Room 

Book  Store 
Student  Loan  Fund 
Endowment  Funds 

Cunningham  Fund 

Alpha  Phi  Fund 
Plant  Coostruction  and  Mainte- 
nance Funds 
Agency  Funds 

Student  Deposit  Fund 


MUNICIPAL    GOVERNMENT 
FUNDS 

General  Fund 
Special  Funds 

Park  Improvement 

Municipal  Airport 

Sewage  Disposal 

Street  Lighting 
Bond  Funds 

Building  Repair  Bonds 

Viaduct  Bonds 

Paving  Bonds 
Construction  Funds 

Sewage  Disposal 

Sidewalk 
Trust  Funds 

Firemen's  Pensico 

Plumbers'  Deposit 

Water  Deposits 
Water  Fund 


Funds 

Revenue  made  available  for  appropriation  is 
credited  to  certain  funds  from  which  appropriations 
may  be  made.  The  name  of  each  fund  usually 
indicates  the  restriction  that  was  placed  on  the 
use  of  the  money  at  the  time  the  fund  was  estab- 
lished. General  and  current  funds  are  usually 
unrestricted  and  are  appropriated  to  the  use  of 
various  departments  and  divisions.  Certain  special 
funds  are  set  up  for  the  use  of  only  one  department 
or  for  only  one  purpose,  in  which  case  the  appropri- 
ation would  be  limited  to  only  one  classification  or 
to  a  number  of  classifications  within  the  same 
department.  The  fewer  funds  used,  consistent  with 
requirements,  the  simpler  the  accounting  operations 
will  be.  The  above  chart  illustrates  the  kind  of 
funds  existing  in  state  governments,  municipal 
governments  and  educational  institutions  and  shows 


only  the  income  may  be  spent  according  to  the  pro- 
visions under  which  the  endowment  was  established. 

The  major  controls  of  both  the  budget  ledger  and 
the  revenue  ledger  will  therefore  be  established  by 
funds,  because  both  revenues  and  expenditures 
must  be  ear-marked  according  to  the  funds  to  which 
they  apply.  The  only  exception  to  this  rule  is  that 
certain  general  unrestricted  funds  arising  from 
different  sources  but  expendable  for  any  purpose, 
might  be  handled  together  so  far  as  budget  appropri- 
ations and  expenditure  distribution  is  concerned. 
An  example  of  this  would  be  a  state  university 
deriving  part  of  its  operating  income  from  a  state 
appropriation  and  a  part  from  general  tuition  fees. 
While  classified  as  separate  funds,  the  receipts  from 
the  combined  sources  would  be  estimated  and 
appropriated  together  for  the  use  of  the  various 
departments. 


BUDGETARY    CONTROL 
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Departments  and  Functions 

Appropriations  from  each  fund  are  made  for  the 
specific  use  of  one  or  more  designated  departments 
or  divisions  of  departments.  In  the  case  of  general 
and  current  funds,  practically  every  department 
will  receive  an  appropriation  for  operating  expenses. 
Some  departments  having  their  own  revenue  may 
receive  all  or  part  of  their  operating  appropriation 
from  their  own  fund  which  they  collect  or  which  is 
specially  assigned  to  their  use.  The  general  fund, 
however,  is  the  only  one  which  would  have  an 
extensive  departmental  breakdown. 

The    following    charts    illustrate    some    of   the 


While  the  appropriations  are  sometimes  assigned 
in  total  to  an  entire  department,  there  is  usually  a 
certain  appropriation  amount  allocated  to  eac4i  of 
the  various  functions  of  the  department  especially 
where  a  department  may  be  divided  into  more  than 
one  section  or  division.  For  example,  the  State 
Auditor's  OflScc  classifications  may  be  divided  so 
that  a  separate  appropriation  is  provided  for  general 
administration,  accounting  department,  corporation 
department,  taxation  department,  and  land  depart- 
ment. Similarly,  in  the  Department  of  Health  and 
Welfare,  a  separate  appropriation  would  be  made 
for  each  hospital  and  sanitarium. 


STATE  OOVBRNMBNT 
1 — Legislative 

1.  Senate 

2.  House  of  Delegates 
2 — Judicial 

1.  Supreme  Court 

2.  Circuit  Court 

3.  Law  Library 
3 — Executive 

1.  Governor's  Office 

2.  Budget  Bureau 
4— Fiscal 

1.  State  Auditor 

2.  State  Treasurer 

3.  Tax  Commission 
5 — Attorney  General 
6— Secretary  of  State 

7 — Custodial  and  Service 

1.  Supt.  Bldgs.  and  Grounds 

2.  Purchasing  Department 

3.  Printing,  Binding  and 
Stationery 

8 — Educational 

1.  Department  of  Education 

2.  State  University 

3.  State  Teachers  College 
9 — Charities  and  Corrections 

1.  State  Industrial  School 

2.  State  Penitentiary 
10— Health  and  Welfare 

1.  Health  Department 

2.  State  Sanitarium 

3.  State  Hospital 
11— Industrial  Relations 

1.  Bureau  of  Labor 

2.  Workmen's  Compensation 

3.  Banking 

4.  Public  Service 

12 — Highway  Department 

13 — Dept.  of  Agriculture 

14 — Conservation 

IS— Department  of  Public  Safety 


EDUCATIONAL 

I — Administrative  Office 

1 .  President 

2.  Business  Office 

3.  Registrar 

4.  Dean's  Office 
2 — Instruction 

1.  College  of  Arts  and 
Sciences 

2.  College  of  Engineering 

3.  College  of  Education 

4.  Physical  Education 

5.  Medical  School 

6.  Graduate  School 
3 — Organized  Research 

4 — Extension  Department 
5 — Library 

6— Plant  and  Building  Mainte- 
nance 
7 — Auxiliary  Enterprises 

1.  Residence  Halls 

2.  Dining  Halls 

3.  Hospital 

4.  Book  Store 

5.  Athletics 


MUNICIPAL    GOVERNMENT 

1  — Executive 

1.    Mayor's  Office 
2 — Dept.  of  Finance 

1 .  Auditor 

2.  Treasurer 

3.  CoUector 

4.  Assessor 

3 — General  Administratiao 

1.  Manager 

2.  Engineer 

4 — Legal  and  Judicial 

1 .  Attorney 

2.  Courts 

5 — Police  Department 

6 — Fire  Department 

7— Health  Department 

8 — Inspection  Services 

9 — Sanitation  Dept. 
10— Dept.  of  Streets 
11— Public  Welfare 

1.  Hospital 

2.  Institution  for  Poor 
12— Education 

1.  Schools 

2.  Libraries 

13 — Parks  and  Recreation 

14 — Pension 

15— Public  Service 

1.  KCarkets 

2.  Cemeteries 

3.  Water  Department 
16— Debt  Service 

1.  Interest  on  Warrants 

2.  Interest  on  Hoods 

3.  Bond  Retirement 


departments  and  functions  existing  in  state  govern- 
ments, municipalities  and  educational  institutions. 

The  above  schedules  are  condensed  for  illustra- 
tive purposes;  the  usual  departmental  and  funda- 
mental classification  may  comprise  several  times 
the  number  of  accounts  shown. 

Code  numbers,  in  order  to  avoid  errors  and  make 
posting  simpler,  may  be  assigned  as  shown  above 
to  indicate  major  groupings  as  well  as  the  depart- 
ment and  function.  For  example,  in  the  Municipal 
schedule,  2-2  or  202  indicates  the  Treasurer's  office 
in  the  Department  of  Finance,  The  department 
and  function  code  may  be  used  as  a  prefix  to  a 
standard  code  of  expenditure  classifications. 


Object  of  Expenditure 

(Budget  Classifications) 

In  addition  to  specifically  appropriating  funds 
for  the  use  of  the  several  departments,  and  for 
particular  divisions  or  functions  within  each  depart- 
ment, the  appropriation  is  usually  further  sub- 
divided as  to  the  kind  (or  object)  of  expenditure 
which  is  authorized.  The  usual  classification  for 
appropriation  purposes  is  somewhat  as  follows: 

1.  Salaries  and  wages  (personal  services). 

2.  Other  services  (contractual  services). 

3.  Supplies  and  materials. 

4.  Fixed  charges  (fees,  permits,  premiums,  interest,  con- 
tributions, etc.). 

5.  Capital  outlay  (purchase  of  equipment,  automofaaks. 
land,  buildings,  etc.). 
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Code  numbers  as  shown  above  may  be  used 
in  connection  with  the  code  numbers  for  depart- 
ments and  functions  to  indicate  the  appropriation 
classification.  For  example  the  code  number  202-3 
would  indicate  supplies  and  materials  for  the 
Treasurer's  Office  in  the  Department  of  Finance. 

Appropriation  classifications  are  determined  by 
an  act  of  the  Legislature,  Council  or  Board  of 
Governors  when  the  budget  appropriation  is  passed. 
Appropriations  may  be  further  subdivided,  how- 
ever, into  whatever  budget  classifications  are  deemed 
necessary  to  keep  control  over  the  budget  allotment. 
For  example,  the  budget  for  salaries  and  wages 
might  be  broken  down  to  provide  a  definite  sum  for 
salaries,  another  sum  for  temporary  wages  and 
another  for  professional  services.  It  is  customary 
in  educational  institutions  to  separate  instruction 
salaries  from  other  salaries  and  wages.  A  more 
detailed  budget  for  material  and  supplies  is  main- 
tained where  necessary  to  assure  proper  control. 

Object  of  Expenditure 
(Statistical  Distribution) 

The  budget  estimate  illustrated  on  page  8  shows 
the  budget  requirements  built  up  from  a  detailed 
distribution  of  expenditures.    A  classification  simi- 


lar to  the  following  may  be  used  in  connection  with 
current  expenditure  records,  to  supply  the  statistics 
necessary  for  future  estimates: 

Code  numbers  as  shown  l)elow  may  be  used 
together  with  the  appropriation  code  to  simplify 
distribution  of  expenditures.  For  example,  the 
code  number  202-301  as  applied  to  a  municipal 
government  oflSce  would  indicate  oflBce  supplies 
for  the  Treasurer's  Office  in  the  Department  of 
Finance. 

Additional  breakdowns  where  required  for  specific 
purposes  are  obtained  by  subdividing  standard 
classifications.  For  illustration,  if  an  analysis  of 
kinds  of  road  materials  is  needed,  a  code  number 
for  each  kind  of  material,  such  as  cement,  sand,  etc., 
would  be  added  to  the  number  09  for  raw  materials. 
The  classification  for  cement  for  the  State  Highway 
Department  might  read  1200-309-1  (Number  "1" 
being  assigned  to  indicate  cement). 

The  accounting  classification  should  be  as  simple 
as  possible  to  furnish  the  information  necessary  to 
comply  with  legal  requirements  and  to  aid  manage- 
ment. The  compilation  of  more  detailed  reports 
than  needed  will  tend  to  confuse  and  is  rarely 
justified. 


SALARIES  AND  WAGES 
(Personal  Services) 

01  Salaries 

02  Wages  (Temporary) 

03  Professioaal  Services 

OTHER     SERVICES     (Con- 
tractual Services) 


01 
02 
03 

04 

05 
06 
07 

08 

09 


Transportation  of  Things 
Transportation  of  Persons 
Subsistence   and   Support 

of  Persons 
SutMistence   and   Care   of 

Animals 
Communication 
Printing    and    Stationery 
Advertising  and  Publica- 
tions 
Light,   Heat,   Power   and 

Water 
Special  Services 


SUPPLIES  AND 
MATERIALS 

01  Office  Supplies 

02  Fuel 

03  Cleaning  Supplies 

04  Wearing  Apparel 

05  Forage 

06  Provisions  for  Persons 

07  Laboratmy  Supplies 

08  Special  Supplies 

09  Raw  Materials 

10  Metals  and  Metal  Prod- 

ucts 

11  Lumber  and  Wood  Prod- 

ucts 

1 2  Fiber  Products 

13  Paints 

14  Other  Materials 


4.    FIXED  CHARGES 

01  Rents 

02  Insurance 

03  Taxes  and  Fees 

04  Pensions  and  Retirement 

05  Damages 

06  Interest 

07  Other  Fixed  Charges 


5. 


CAPITAL  OUTLAY 

01  Passenger  Vehicles 

02  FumitiuT  and  Fixture* 

03  Educational  Scientific  and 

Research  Equipment 

04  Other  Equipment 

05  Land  and  Interest  in  Land 

06  Structures  and   Improve- 

ments 

07  Stores 
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Estimates  of  Revenues  and  Budget  Requirements 


Estimates  of  budget  requirements  are  usually 
based  on  an  analysis  of  previous  years*  expendi- 
tures, and  an  estimate  of  revenues  from  which 
appropriations  may  be  made,  taking  into  considera- 
tion increases  or  decreases  caused  by  changing 
conditions. 

For  purposes  of  illustration,  the  procedure  in 
the  average  city,  governed  by  a  city  council  and  the 
mayor,  would  be  as  follows: 

As  the  first  step,  the  mayor,  city  manager  or 
chief  financial  officer  requests  the  heads  of  the 
various  city  departments  to  submit  estimates  of  their 
requirements  for  the  coming  fiscal  peri(xl.  The 
department  head  in  turn  asks  each  of  his  division 
heads  to  submit  a  detailed  estimate  of  his  division's 
requirements. 

After  the  department  head  receives  the  esti- 
mates from  the  various  division  heads,  he  consoli- 
dates these  requests  and  forwards  the  estimates  to 
the  budget  authority,  who  in  turn  consolidates  all 
requests  from  the  various  departments  to  arrive  at 
the  total  estimate  for  the  city.    This  total  is  then 


compared  with  the  total  estimated  revenue  for  thr 
appropriation.  If  the  estimated  budget  require- 
ments exceed  the  estimated  revenue,  the  committee 
must  then  either  find  additional  sources  of  revenue 
to  provide  for  all  requests  or  they  must  analyze  the 
departmental  requests  and  reduce  them.  When  the 
two  figures  have  been  balanced  the  budget  b  sub- 
mitted as  a  whole  to  the  council  or  governing  body 
for  debate  and  to  be  voted  on  for  adoption. 

The  amount  of  revenue  estimated  for  ettck 
quarter  (or  other  period)  is  compared  ^nth  actual 
income  so  that  budget  allotments  ^nXL  be  adjusted 
to  take  care  of  any  deficiency  in  receipts.  It  may 
also  be  necessary  to  analyze  expected  revenues  to 
show  collections  against  previous  years'  tax  levies 
as  distinguished  from  the  current  year's  c<^lectioas. 
It  may  also  be  desirable  to  analyze  accruab  of 
income  as  well  as  actual  cash  income. 

The  following  illustration  is  an  example  of  a 
revenue  estimate  which  would  be  prepared  by  the 
accounting  department  for  each  fund  out  of  which 
money  is  to  be  appropriated. 
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Figure  1— Revenue  Estimate 
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The  budget  estimate  form  illustrated  below 
shows  the  comparison  of  expenditures  with  budget 
estimates  for  the  previous  fiscal  period  which  is 
used  as  a  guide  for  estimating  future  requirements. 
The  allotment  for  the  first  quarter  (or  other  desig- 
nated period)  is  based  on  the  work  program  for  that 
period  and  the  estimated  income  for  the  same  period. 


The  methods  of  making  appropriations  vary 
considerably  with  different  governmental  units. 
Some  units  vote  lump  sum  appropriations  for  each 
department,  the  money  to  be  spent  by  the  depart- 
ment as  each  sees  fit.  In  other  cases,  specific 
appropriations  are  made  to  cover  the  various 
activities  within  the  department. 


BUDGET  ESTIMATE 

Dep«*««»t  Health                                                            ^^   Jan.  1  1937    to    Dec.  31  1937 

Kitiniate 
LaM  Period 

Bxpcpdcd 
LMt  Period 

CLASSIFICATION 

Budget 
Kstimate 

AdjnatflMMs 

Bttdtct 

Allotment 

laoooix) 

9.000JOO 

Solarie* 

aoooDO 

^OOOjOO 

^OQOiX) 

^SOOjOO 

Vla^m  (Temporary) 

^900.00 

500.00 

^OOOiJO 

rriifiMiiwiri 

• 

I&OOOjOO 

KSOOjOO 

T»tml 

14.5OOJ0O 

500.00 

KXQUQ. 

^SQO^ 

OthtrSvwitm 

TOODO 

aooDO 

TrMwpoft^tjOP— ^Tnum 

MOi» 

lOOiX) 

TQQiX) 

800iX> 

TSOXX) 

SOOiSO 

iOODO 

700i» 

3^M0i)0 

XnOJDO 

Subwttcpci    Pifiom 

!\700i)0 

300X)0 

-^lOODO 

Subtigtcnce— AttimA 

500jtX> 

600jOO 

^TffiniHmifiition 

600JOO 

IQOiJO 

SOODO 

300X)0 

325jOO 

PrintinK 

300i)0 

300i)0 

46bJ00 

4W.00 

Ligbt  Hc«t  PMrcr 

SOOiX) 

100.00 

400jOO 

Spcciai  Services 

6.M6J06 

^700XM 

T»tml 

6w700X^ 

760i)0 

CLOOOjOO 

1.500i)0 

Suppli*»  and  Maturim't 

800XX> 

775.00 

Office  SuppUea 

700.00 

700«> 

1.600i)0 

dlOXX) 

Fud 

906J00 

900jOO 

600.00 

650^ 

Cleeaing  Supplies 

600.00 

600.06 

1.300X)0 

1.325X)0 

Weflrinc  AppertI 

1.300.00 

1.300X)0 

Fence 

^500.00 

5L350.00 

.Trnviiiofn    Pcnuo 

&000.00 

200.00 

4w800X)0 

800X)0 

810.00 

Laboratory  SuppUce 

BOOXK) 

800.00 

Special  SuppUce 

500.00 

700.00 

ftawUaterial* 

600.00 

lOOXX) 

500X>0 

MetaU  and  Producu 

^00.00 

iSOJOO 

Lumber  k  Wood  Prodncta 

2O0J00 

200.00 

Fiber  Producte 

Paints 

300.00 

itlOJOO 

Other  Material* 

200XX> 

200.00 

11000.60 

ia9d0.o0 

T0tml 

ia300.oo 

300.0C 

^<^Q»0Q 

^QooQQ 

FImJ  Ckargm* 

1.200.00 

1.300.00 

Rents 

1.250.00 

1.250.00 

700.00 

650.00 

Ineiiranrf 

750.00 

750,00 

Taxes  and  Fee*  Paid 

Peoiioiis  and  Retirement 

DHn^es 

Interest 

Other  Fixed  Charscs 

1900.00 

2;15O.0O 

rafo/ 

&000.00 

^^j.:.  .v.:.a^^{.:.i.:.^ 

CmpiimI  Outhy 

Pa**fi^rr  Vehicks 

Edu.  Sdeace  Pceearrh 

Land  and  Interest  in  Land 

Stores 

rtmi 

34.400X)0 

34*330.00 

CranJ  Total 

33L500XX)         1.500XX) 

3Z000X)0 

7.500,00 

^                                                                          1 

Figure  2— Budget  Estimate 


In  order  to  accurately  estimate  budget  require- 
ments, the  budget  estimate  is  usually  built  up  from  a 
detailed  schedule  of  expenditures  such  as  is  incor- 
porated in  the  budget  estimate  shown  on  page  8. 

Therefore,  in  order  to  intelligently  estimate 
detailed  expenditures,  for  a  future  period,  it  is 
necessary  to  have  corresponding  statistics  relating 
to  expenditures  for  previous  periods. 

It  will  be  seen  that  in  order  to  obtain  reports 
from  which  budget  estimates  and  revenue  estimates 
may  be  prepared  and  reports  that  will  serve  as  an 
operating  guide  at  all  times,  it  is  necessary  to  have 
the  following  ledger  records : 

The  appropriation  or  budget  ledger  which  fur- 
nishes the  total  of  obligations  or  encumbrances  out- 
standing against  the  appropriation,  the  total  amount 
expended,  and  the  unencumbered  balance  available. 

The  expenditure  distribution  ledger  which  fur- 
nishes statistics  for  monthly  and  annual  reports 
and  for  preparing  future  budget  estimates. 

The  revenue  ledger  which  is  the  basis  for  monthly 
and  annual  reports  of  income  received  and  un- 
realized income  balances,  and  for  preparing  the 
revenue  estimate  for  future  periods. 

This  information  must  be  kept  constantly  up-to- 


date  because  revenue  estimates  must  be  revised 
when  it  is  found  that  the  amount  of  the  original 
estimate  is  not  being  realized.  If  new  sources  of 
revenues  are  not  found  to  make  up  such  deficiencies^ 
a  deficit  can  only  be  avoided  by  lowering  budget 
allotments. 

Revenues  and  expenditures,  revenue  estimates 
and  appropriations  are  controlled  through  fund  and 
general  ledger  accounts  from  which  regular  financial 
statements  may  be  obtained. 

All  of  this  information  in  up-to-date  form  is  of 
such  great  importance  to  the  managing  officials  of 
any  budgeted  organization  that  the  cost  of  neces- 
sary mechanical  equipment  is  almost  negligible. 
The  primary  object  of  budgetary'  accounting 
machines  is  not  to  save  time  or  personnel,  unless 
the  offices  are  already  organized  to  obtain  as  much 
information  as  a  machine  would  provide.  Sudi 
instances  are  rare  because  when  complete  budget 
information  is  to  be  obtained,  the  computation  of 
two,  three  or  four  balances  on  each  ledger  account 
with  a  satisfactory  proof  of  accuracy,  has  [Mt)ven 
to  be  almost  an  impossibility  under  pen-and-ink 
methods. 
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The  Imdj^ct  estim.ato  form  illustrated  helow 
shows  the  eomparison  of  expenditures  with  budget 
estimates  for  the  previous  fiscal  period  which  is 
used  as  a  guide  for  estimating  future  recpiirements. 
The  allotment  for  the  first  cjuarter  (or  other  desig- 
nated period)  is  based  on  the  work  program  for  that 
period  and  the  estinuited  income  for  the  same  i)eri(Ml. 


The  methods  of  making  appropriations  vary 
considerably  with  different  governmental  units. 
Some  imits  vote  lum[)  sum  appropriations  for  each 
department,  the  money  to  Ik*  spent  by  the  depart- 
ment as  each  sees  fit.  In  other  cases,  sjK'cific 
appropriations  are  nuule  to  cover  the  various 
activities  within  the  department. 


Department 

Health 

BUDGET  R.STIMATE 

From 

Jan.  1  1937 

To    Dec.  31 

1937 

Estimate 
Last  Period 

Expended 
Last  Period 

CLASSIFICATION 

Budget 
Estimate 

Adjustments 

'ts^ 

Allotment 

Salari€M  and  Wagmt 

iaooo.00 

9.000JOO 

Sidaric* 

SLOOOjOO 

9^000jOO 

^OOOJOO 

^30Qjao 

Wage*  (Temporary) 

^500.00 

500.00 

^000-00 

ProftMJonal 

d 

ISLOOOXX) 

K500.00 

Totml 

KSOOXX) 

500.00 

14.0001)0 

3.!C0D0 

Otk*r  5crvw«a 

700.00 

800D0 

Transportation — Things 

toooo 

700i)0 

800.00 

790.00 

Transportation— Persons 

eooix) 

100.00 

700j00 

3L800jOO 

3L750i)0 

Subsistence— Persons 

'\700JQ0 

300D0 

^4001)0 

Subsistence— Animals 

H 

SOODO 

600.00 

Communicatiofi 

6001)0 

lOOiJO 

900.00 

300.00 

325.00 

Printing 

300XX) 

300M 

-\ 

Advertising 

400X)0 

475X)0 

Light  Heat  Power 

500jOO 

lOODO 

400j00 

Special  Services 

6^500XX> 

6^700.00 

Total 

^7001)0 

700.00 

6^000i)0 

1.500D0 

SuppUma  and  Matmrim'a 

dooxx) 

775.00 

Office  Supplies 

700.00 

700X)0 

1.000.00 

910X)0 

Fuel 

900D0 

900jOQ 

6O0J00 

650J00 

Cleaning  Supplies 

6O0JO0 

W^ 

1.300.00 

1,325.00 

Wearing  Apparel 

1.300.00 

1.300X)0 

Forage 

9L000.00 

9^500.00 

5^350.00 

Provisions— Persona 

200j00 

^aoODO 

800.00 

810.00 

Laboratory  Supplies 

800.00 

800.00 

Special  Supplies 

500.00 

700.00 

Raw  Materials 

600D0 

lOODO 

SOOJOO 

Metals  and  Producu 

H 

200.00 

256XiO 

Lumber  k  Wood  Products 

200XX) 

200.00 

Fiber  Products 

Paints 

300.00 

2l0i)0 

Other  Materials 

200.00 

2001)0 

11.000.00 

ia9do.oO 

Total 

ia300.oo 

300.00 

1(1000.00 

2000.00 

Fismd  Ckargat 

1,200.00 

1.300.00 

RcnU 

1^50.00 

1.2901)0 

700.00 

850.00 

Inaurance 

750.00 

790.00 

Tasea  and  Fees  Paid 

Pensions  and  Retirement 

Damages 

Interest 

Other  Fixed  Charges 

1900.00 

2L150.00 

Total 

tOOOiM 

■P-^'X'K'l 

500DO 

■ 

Capital  Outlay 

Passenger  Vehicles 

Furniture  and  Fixtures 

Edu.  Science  Research 

Other  Equipment 

Land  and  Interest  in  Land 

Struc.  and  ImprovemenU 

Stores 

Total 

34.400.00 

34.330.00 

Grand  Total 

33.500.00 

1.500.00 

32L00O.0Q 

7.500,00 

i 

Figure  2— Budget  Estimate 
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In  order  to  accurately  estimate  budget  require- 
ments, the  budget  estimate  is  usually  built  up  from  a 
detailed  schedule  of  exj)enditures  such  as  is  incor- 
porated in  the  budget  estimate  shown  on  page  8. 

Therefore,  in  order  to  intelligently  estimate 
detailed  exfK'nditures,  for  a  future  period,  it  is 
necessary  to  have  corresponding  statistics  relating 
to  expenditures  for  previous  jwriods. 

It  will  be  seen  that  in  order  to  obtain  reports 
from  which  budget  estimates  and  revenue  estimates 
may  be  prepared  and  reports  that  will  serve  as  an 
operating  guide  at  all  times,  it  is  necessary  to  have 
the  following  ledger  records: 

The  appropriation  or  budget  ledger  which  fur- 
nishes the  total  of  obligations  or  encumbrances  out- 
standing against  the  appropriation,  the  total  amount 
expended,  and  the  unencvuiibered  balance  available. 

The  expenditure  distribution  ledger  which  fur- 
nishes statistics  for  monthly  and  annual  reports 
and  for  preparing  future  budget  estimates. 

The  revenue  ledger  which  is  the  basis  for  monthly 
and  annual  reports  of  income  received  and  un- 
realized income  balances,  and  for  preparing  the 
revenue  estimate  for  future  periods. 

This  information  must  be  kept  constantly  up-to- 


date  because  revenue  estimates  must  Ijc  revisetl 
when  it  is  found  that  the  amount  of  the  original 
estimate  is  not  being  realizc<I.  If  new  soun-es  *4 
revenues  are  not  found  to  make  up  such  deficinicii*^. 
a  deficit  can  only  Ik?  avoided  by  lowering  budget 
allotments. 

Revenues  and  expenditures,  revenue  eslinialo 
and  appropriations  are  controlled  through  fund  au«i 
general  ledger  accounts  from  which  regidar  financial 
statements  may  l)e  obtained. 

All  of  this  information  in  up-to-<late  furm  i>  tif 
such  great  importance  to  the  managing  ofii<ials  iif 
any  budgeted  organization  that  the  <'<»st  «»f  iiece>- 
sary  mechanical  e(iuipment  is  almost  negligible. 
The  primary  object  of  budgetary  ac(*ounting 
machines  is  not  to  save  time  or  iKTsonnel.  uiile>> 
the  offices  are  already  organized  to  obtain  a>  nun-li 
information  as  a  machine  would  provide.  Su«h 
instances  are  rare  because  when  ccunplete  budgt't 
information  is  to  be  obtained,  the  computation  of 
two,  three  or  four  balances  on  each  ledger  ait-ount 
with  a  satisfactory  proof  of  accuracy,  has  pn>veii 
to  l)e  almost  an  impossibility  under  |>en-an«l-ink 
methods. 


■"■'jRaw*'. 
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Appropriation  or  Budget  Ledgers 


An  appropriation  or  budget  ledger  account  will 
be  established  for  each  department  and  function 
illustrated  by  the  chart  on  page  5.  The  accounts 
may  be  further  subdivided  to  such  sjjecified  object 
classifications  as  are  listed  on  pages  5  and  6.  Since 
the  term  "appropriation"  refers  specifically  to  formal 
acts  of  the  state  legislature,  city  council,  or  other 
governing  body,  the  classification  of  appropriation 
accounts  must  conform  exactly  to  the  schedule  of 
official  appropriations. 

If  however,  appropriations  established  officially 
are  considered  too  general  for  effective  manage- 
ment, subsidiary  budget  accounts  may  be  estab- 
lished for  divisions  of  departments  (functions  or 
activities)  and  for  specific  object  classifications  or 
groups  of  such  classifications  as  shown  by  the  budget 
estimate  illustrated  on  page  8  and  the  chart  of 
object  classifications  shown  on  page  6. 

A  separate  set  of  accounts  will  be  provided  for 
each  of  the  funds  as  illustrated  in  the  chart  on  page  4. 

Control  accounts  may  be  maintained  for  each 
department  (where  detail  budget  accounts  are  car- 
ried for  kinds  of  expenditures)  and  for  each  fund. 
The  general  fund  will  of  course  require  the  most 
accounts;  many  special  funds  are  so  specific  in 
nature  that  the  entire  amount  will  be  appropriated 
for  only  one  purpose.  In  such  a  case  the  appropri- 
ation account  itself  would  also  be  the  "fund  control" 
account. 

Budgetary  accounting  may  be  entirely  cen- 
tralized ;  or  it  may  be  necessary  for  some  independent 
boards  or  commissions,  such  as  the  school  board,  to 
keep  their  own  records. 

It  is  fairly  common  practice  for  a  central  office 
to  maintain  department  control  accounts  only,  the 
subsidiary  budget  accounts  being  kept  by  each 
department.  For  example,  a  city  Comptroller's 
Office  would  maintain  appropriation  control  ac- 
counts for  the  Board  of  Education.  This  depart- 
ment may  however  maintain  subsidiary  budget 
accounts  extending  to  every  branch  of  its  operation. 


Necessity  for  Current  Budget 
Ledger  Accounts 

There  are  two  important  reasons  for  up-to-date 
budget  ledger  accounts  with  balances  and  totals 
extended  currently: 


1.  Control  over  current  commitments  and  ex- 
penditures to  prevent  incurring  obligations  in 
excess  of  available  funds. 

2.  Availability  of  information  relating  to  the 
budget  condition  for 

a.  Prompt  monthly  reports  requiring  no  pre- 
liminary analysis  or  recapitulation. 

b.  Special    reports    on    particular    budgets 
which  may  be  needed  at  any  time. 

Periodic  Budget  Allotments 

Appropriations  are  usually  established  for  an 
entire  fiscal  year  or  biennium.  Effective  control 
demands  that  the  annual  appropriations  be  pro- 
rated and  "allotted"  by  months  or  quarters.    The 


I 


FIGURE  4  (Inside) 


Crediting  Quarterly  Allotment  to  Appropriation 

Ledger  Account 


Figure  3— Ledger  Tray 

amount  of  each  periodic  allotment  will  depend  on 
three  factors: 

1.  Seasonal  departmental  requirements. 

2.  Deficit  or  balance  from  previous  periods. 

S.  Current  ratio  of  actual  revenue  to  revenue 
estimates  on  which  budgets  were  established. 

Obviously  if  appropriations  were  based  on  ex- 
cessive revenue  estimates,  a  deficit  can  only  be 
avoided  by  reducing  future  budget  allotments. 

.     The  budget  accounts  illustrated  herein  are  based 
on  quarterly  allotments  from  appropriations. 
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The  amount  of  the  second  quarter's  allotment 
($3000.00)  does  not  change  the  balance  of  out- 
standing encumbrances,  nor  the  total  expendi- 
tures to  date;  the  budget  total  to  date  and  the 
unencumbered  balance  of  the  account  are  both 
increased.  Receipts,  such  as  sales  from  an 
experiment  farm  or  restaurant  are  usually 
credited  to  the  budget  accounts  of  self-support- 
ing departments  in  the  same  manner 
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II 

CI 
CI 
H 
« 
tl 

n 

IC 

u 
u 

H 

n 

K 
U 


4000 


10000 


14O00 
14O00 
14O00 


DBSCRXPnON 


no. 


Bwoitght  Porwmt^ 


Vc 

Nttmbcr 


JONES  BROS 
BROm  SUP  00 
ALLOTMENT 


EXPENDITURES 


9000 


Total  to  Dwe 


1.70000 


JL 


1,70000 
l,7SO00 
1,79000 


BUDGET 


3^00000 


Total  la  Data 


aooooo 


2;OOQUOO 

2;ooooo 

9^00000 


UNKNCUM- 
BALANCB 


20O00 


16O00 

11000 

3^11000 


3 


J 

_• 
U 

u 

M 
U 
M 
IS 
M 
W 
U 

u 
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Encumbrance  Basis  vs. 
Expenditure  Basis 

Two  general  plans  of  budgetary  accounting 
control  may  be  classified  as  follows: 

1.  Encumbrance  basis;  provision  is  made  in 
the  system  and  on  each  account  for  charging  pur- 
chase orders,  contracts  and  all  other  obligations 
against  appropriations  as  they  are  incurred.  This 
plan,  therefore,  furnishes  complete  budget  control 
at  all  times. 


2.  Expenditure  basis;  expenditures  only  are 
charged  against  appropriations;  no  control  is 
exercised  over  unpaid  obligations  or  encumbrances. 
This  plan  while  less  complete,  is  simpler  in  operation 
and  is  most  generally  followed  where  the  purchasing 
routine  does  not  provide  centralized  control  over 
purchase  orders  and  other  obligations.  If  local 
conditions  are  such  that  the  expenditure  basis  may 
be  more  satisfactorily  applied,  totals  of  outstanding 
obligations  may  be  determined  monthly  (from  a 
file  of  outstanding  orders  or  from  departmental 
reports)  and  included  in  monthly  budget  reports. 


Encumbrance  Basis— Budget  Ledgers 


Budget  or  appropriation  ledgers  to  serve  the 
control  purposes  for  which  they  are  intended,  must 
reflect  from  day  to  day  just  as  complete  information 
as  the  monthly  reports.  It  is  particularly  necessary 
to  have  available  at  all  times  the  unencumbered 
balance  of  each  appropriation  to  prevent  the  spend- 
ing of  money  beyond  authorizations  which  were 
based  on  estimates  of  income.  This  is  vital  near 
the  close  of  a  fiscal  period  when  many  departments 
are  running  short  of  money  and  appropriation 
balances  must  be  watched  closely. 

While  in  rare  cases  it  may  be  impractical  or 
unnecessary  to  maintain  appropriation  records  on 
an  encumbrance  basis,  there  are  several  good 
reasons  for  doing  so. 

1.  Control  may  be  exercised  over  expenditures 
before  any  commitment  has  been  made.  Sufficiency 
of  the  appropriation  may  be  certified  before  any 
transaction  is  initiated. 

2.  Vendors  are  guaranteed  the  existence  of  avail- 
able funds  in  advance  of  accepting  a  contract.  This 
is  particularly  important  where  an  amount  cannot 
be  legally  paid  in  excess  of  the  appropriation. 

3.  Each  department  head  may  be  held  strictly 
accountable  for  spending  no  more  than  was  appropri- 
ated because  he  has  complete  information  as  to  his 
department's  budget  condition. 

If  purchasing  is  centralized,  all  purchase  orders 
or  requisitions  may  be  routed  through  the  central 
budget  accounting  office  for  encumbering  proper 
accounts  before  being  released  to  vendors. 

The  appropriation  ledger  account  on  page  13 
furnishes  a  complete  record  on  one  sheet  of  the 
transactions  affecting  each  budget  allotment  as 
follows: 

Encumbrances  (purchase  orders  or  requisitions, 
contracts,  authorizations  for  payroll,  recurring 
charges,  local  purchases,  etc.). 

New  encumbrances. 

Encumbrance  liquidated  (may  be  liquidated 
through  payment  or  cancellation). 


Outstanding  encumbrances  (total  unpaid  obliga- 
tions). 

Expenditures  (items  vouchered  ready  for  payment) . 

Amount  of  vouchers  (may  be  the  liquidation  of  a 
previous  encumbrance  or  a  direct  payment). 

Total  expenditures  to  date  (this  figure  controls 
the  statistics  obtained  from  the  expenditure  distri- 
bution ledger). 

Budget  cdlotmeni  (amount  of  appropriation  or 
whatever  portion  of  the  appropriation  budget  was 
allotted  for  a  particular  purpose  for  a  definite 
period  of  time). 

Amounts  of  increases  or  decreases  (include 
adjustments,  transfers,  and  sometimes  direct  revenue 
credits  for  departments  operating  on  their  own  cash 
receipts  such  as  restaurants  and  dining  halls;  allot- 
ments may  be  made  on  a  monthly  or  quarterly 
basis — an  entry  would  be  made  at  the  beginning  of 
each  period). 

Total  allotment  to  date  (or  total  credit  to  date, 
if  department  is  operated  from  cash  receipts  instead 
of  appropriation.  If  allotments  are  made  on  a 
monthly  or  quarterly  basis,  this  figure  is  the  total 
for  the  expired  portion  of  the  fiscal  period). 

Unencumbered  balance  (net  difference  between 
the  budget  allotment  to  date  less  total  expenditures 
and  total  outstanding  encumbrances). 

These  balances  and  totals  are  the  same  as  those 
required  for  the  monthly  budget  reports  and  are 
merely  copied  from  the  ledger  accounts  to  the  re- 
ports. These  are  also  the  balances  and  totals  that 
are  required  during  the  month  for  approving  en- 
cumbrances and  expenditures. 

As  a  by-product  of  posting  the  appropriation  or 
budget  ledger,  complete  statements  are  prepared 
for  each  department.  The  appropriation  journal 
furnishes  a  complete,  continuous  record  of  all  trans- 
actions handled. 

Appropriations  and  Budget  Allotments 

At  the  beginning  of  each  fiscal  period,  the  budget 
allotment  for  each  account  is  scheduled  at  the  top 
of  the  ledger  account. 
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Charging  Encumbrances  to  Appropriation 

Ledger  Account 
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In  order  to  keep  a  closer  control  over  the  budget 
balance,  departments  should  be  required  to  esti- 
mate their  budget  requirements  for  each  monthly 
or  quarterly  period. 

The  account  illustrated  on  page  11  is  budgeted 
on  a  quarterly  basis.  At  the  end  of  the  first  quarter, 
all  but  $110.00  of  the  first  quarter's  allotment  had 
been  spent  or  obligated.  The  credit  of  $3000.00  to 
this  account  on  April  1  is  the  budget  allotment  for 
the  second  quarter. 

Transfers  between  appropriations  are  posted  as 
increases  or  decreases  to  the  proper  accounts  as 
they  occur.  Adjustments  of  appropriations  made 
necessary  by  revisions  in  revenue  estimates,  are 
also  posted  as  increases  or  decreases.  Departments 
operating  entirely  on  cash  received  from  their  own 
activities  will  receive  credits  posted  directly  from 
their  cash  received  reports. 

Encumbrances 

All  encumbrances  are  priced  and  passed  to  the 
accounting  office  for  approval  as  to  available  funds 
and  posting  to  budget  accounts  before  definite 
commitment  may  be  made. 

Purchases  made  by  the  purchasing  office  are 
encumbered  either  from  the  departmental  requisition 
or  from  the  purchase  orders  before  they  are  released 
to  the  vendors. 

Contracts  are  encumbered  from  the  documents 
themselves  and  are  frequently  set  up  on  separate 
contract  ledger  accounts  so  as  to  keep  a  continuous 
record  of  contract  balances. 

Purchases  made  by  individual  departments  such 
as  perishable  items,  food-stuff,  emergency  items  and 
recurring  charges  for  light,  water,  etc.,  may  be 
encumbered  from  a  monthly  estimate  prepared  by 
the  department,  or  they  may  be  handled  as  direct 
payment  charges  against  the  budget  account. 

Before  posting  to  the  budget  accounts,  encum- 
brances are  pre-listed  by  funds  and  departments  to 
obtain  a  proof  total  against  which  the  machine 
posting  accumulation  must  balance. 

The  illustration  on  page  13  shows  how  encum- 
brances are  posted  to  the  budget  accounts.  All 
totals  and  balances  are  proven  as  each  posting  is 
completed.  This  repetition  of  inactive  totals  in 
the  interest  of  accuracy  and  appearance,  is  made 
practical  by  the  ability  of  Burroughs  Budgetary 
Accounting  Machines  to  print  each  of  the  four  totals 
and  balances  by  a  single  key  depression. 

The  journal  is  made  as  a  by-product  of  the 
ledger  posting.  This  furnishes  a  complete  register 
of    the    encumbrances    which    are    automatically 


added.  However,  many  accounting  officials  prefer 
to  make  a  separate  register  of  encumbrances  prior 
to  the  posting.  Such  a  register  would  take  the  place 
of  the  pre-list  and  would  also  permit  posting  totals 
to  the  budgetary  account  instead  of  detail  encum- 
brances. It  is  considered  the  best  accounting 
practice  to  post  encumbrances  to  budgetary  accounts 
at  a  separate  run  from  vouchers  and  encumbrance 
liquidations. 

A  copy  of  each  encumbrance  is  retained  in  the 
accounting  office,  filed  by  departments  following  the 
same  order  as  the  accounts  in  the  budgetary  ledger. 
As  an  encumbrance  is  liquidated  by  payment  or 
cancellation,  the  document  is  withdrawn  from  the 
outstanding  encumbrance  file  and  placed  in  a 
permanent  file.  The  balance  shown  on  the  budgetary 
ledger  account  must  be  at  all  times  the  equivalent 
of  all  of  the  encumbrances  in  the  open  file  under 
that  budget  classification.  When  an  encumbrance 
is  only  partially  liquidated  through  a  partial  cancella- 
tion or  partial  delivery  of  merchandise,  the  amount 
of  the  liquidation  is  entered  on  the  encumbered 
document,  and  it  is  left  in  the  file  until  the  final 
delivery  of  merchandise  is  made. 

Disbursements  and  Liquidation 
of  Encumbrances 

Some  governmental  organizations  furnish  vendors 
with  standard  invoices  for  uniform  arrangement 
and  size  and  to  obtain  one  or  more  carbon  copies  for 
internal  use.  However,  many  accounting  offices 
operate  very  efficiently  allowing  vendors  to  use  their 
regular  invoice  forms,  even  though  internal  routine 
may  call  for  more  than  one  copy. 

After  the  invoices  have  been  approved  by  depart- 
ment heads  and  receipt  of  the  merchandise  has  been 
verified,  the  accounting  office  matches  each  invoice 
with  the  encumbrance  document,  (if  the  item  has 
been  previously  encumbered)  and  prepares  the 
vouchers  for  registering. 

Accounting  classifications  for  budgets  and  expen- 
diture distribution  purposes  are  usually  noted  on 
each  invoice  in  the  department,  then  verified  by  the 
accounting  office. 

Voucher  register  design  varies  according  to 
particular  requirements;  the  unit  register  illustrated 
on  the  opposite  page  may  be  written  on  the  account- 
ing machine  and  provides  control  totals  of  approved 
vouchers  and  encumbrances  liquidated.  The 
vouchers  are  then  ready  for  posting  to  the  budget 
ledger  accounts. 

Posting  vouchers  and  encumbrance  liquidations 
together    to    budget    accounts    (as    illustrated    on 
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Figure  6— Expenditures  and  Encumbrance  Liquidation 
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The  expenditure  of  $45.00  liquidates  an  item  of  $40.00 
previously  encumbered.  The  balance  of  outstanding 
encumbrances  is  decreased  $40.00  (the  original  encum- 
brance amount);  expenditures  are  increased  $45.00; 
the  budget  total  is  unchanged ;  and  the  unencumbered 
balance  is  decreased  $5.00— the  amount  by  which  the 
expenditure  exceeded  the  encumbrance 


The  voucher  register  furnishes  control  and  proof  totals 
of  vouchers  approved  and  encumbrances  liquidated 

Departmental  statements  may  be  produced  at  the 
same  time  the  ledger  is  posted;  either  the  ledger  or 
statement,   as   preferred,   may   be  the  carbon  copy 
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The  expenditure  of  $45.00  liquidates  an  item  of  $40.00 
previously  encumbered.  The  balance  of  outstanding 
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brance amount);  expenditures  are  increased  $45.00; 
the  budget  total  is  unchanged ;  and  the  unencumbered 
balance  is  decreased  $5.00— the  amount  by  which  the 
expenditure  exceeded  the  encumbrance 


The  voucher  register  furnishes  control  and  proof  totals 
of  vouchers  approved  and  encumbrances  liquidated 

Departmental  statements  may  be  produced  at  the 
same  time  the  ledger  is  posted;  either  the  ledger  or 
statement,    as   preferred,    may   be  the  carbon  copy 
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page  15)  eliminates  the  confusion  of  maintaining  an 
"adjustment"  record  to  take  up  differences  between 
encumbrance  amounts  and  voucher  amounts. 

For  example,  the  ledger  account  illustrated  shows 
the  payment  of  an  invoice  for  $45.00  whereas  the  price 
shown  on  the  encumbered  order  was  only  $40.00. 

In  a  simple  automatic  machine  operation,  out- 
standing encumbrances  are  decreased  $40.00,  expen- 
ditures are  increased  $45.00;  the  difference  of  $5.00 
decreases  the  unencumbered  balance  by  that 
amount.  If  an  invoice  were  paid  for  less  than  the 
encumbrance  amount,  the  unencumbered  balance 
would  be  correspondingly  increased. 

The  appropriation  journal  receives  a  complete 
record  of  all  vouchers  posted;  the  proof  total  must 
tie  in  with  the  difference  between  "vouchers"  and 
"liquidations"  as  shown  by  the  voucher  register. 

Departmental  Statements 

An  appropriation  statement  (see  illustration 
page  15)  furnished  to  each  department  head  at  the 
end  of  each  month,  will  eliminate  any  possible  dis- 
agreement as  to  the  accuracy  of  the  charges  against 
budget  accounts.  The  department  head  is  asked  to 
examine  the  statement  carefully  and  promptly 
report  any  items  that  may  be  in  question. 

This  procedure  together  with  the  monthly  report 
of  appropriation  balances  encourages  department 
heads  in  more  efficient  management  of  the  funds 
allotted  to  their  use. 

The  accounting  machine  carriage  is  so  designed 
that  a  departmental  statement  may  be  prepared 
as  the  ledger  is  posted.  The  ledger  may  be  the 
original  record  and  the  statement  the  duplicate  copy 
or  vice  versa. 


While  many  installations  have  not  incorporated 
the  regular  distribution  of  departmental  statements, 
the  work  involved  is  slight  when  compared  with  the 
benefit  departments  receive  from  them. 

Control  Accounts 

There  is  usually  more  than  one  budget  account 
for  each  department.  Large  departments  carrying 
on  many  activities  may  have  several  hundred  budget 
classifications. 

A  control  account  (see  illustration  page  17)  for 
each  department  furnishes  an  up-to-date  picture  of 
the  departmental  budget  condition,  as  to  outstand- 
ing encumbrances,  expenditures,  and  appropriation 
balances,  as  well  as  serving  to  control  the  accuracy 
of  the  posting  operation. 

Likewise  a  control  account  for  each  fund  fur- 
nishes the  same  information  for  the  entire  appropri- 
ation from  each  fund,  and  controls  the  accuracy  of 
the  departmental  controls.  Many  installations 
however,  are  operated  successfully  with  only  one 
control  account  over  the  entire  appropriation  ledger. 
Control  totals  are  obtained  as  monthly  reports  are 
prepared. 

Encumbrance  control  totals  are  posted  from  the 
register  of  encumbrances  (see  page  13);  these  totals 
correspond  with  prelist  totals. 

Voucher  control  totals  and  encumbrance  liquida- 
tion control  totals  are  posted  from  the  voucher 
register,  (see  page  15);  these  totals  tie  in  with  the 
proof  total  obtained  as  the  budget  accounts  are  posted. 

Monthly  reports,  copied  from  account  totals  and 
balances,  must  prove  against  control  accounts;  a 
monthly  trial  balance  is  thus  obtained  as  a  by- 
product of  report  writing. 
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benefit  departments  receive  from  them. 
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There  is  usually  more  than  one  budget  account 
for  each  department.  Large  departments  carrying 
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monthly  trial  balance  is  thus  obtained  as  a  by- 
product of  report  writing. 
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The  control  account  (at  the  bottom  of  the 
group  of  accounts  illustrated)  reflects  a  com- 
posite picture  of  the  budget  condition  for  the 
entire  department.  Each  total  and  balance  on 
the  control  account  agrees  with  the  total  of  the 
corresponding  figures  on  the  four  detail  budget 
accounts  illustrated.  Many  accountants  prefer 
to  maintain  control  accounts  only  for  groups  of 
departments  or  by  funds,  establishing  depart- 
mental control  totals  as  monthly  reports  are 

produced 


Figure  7— Control  Accounts 
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Budget  Ledger  with 
Unexpended  and 
Unencumbered 
Balances 

Figure  8  on  page  19 
illustrates  a  budget  ledger 
arrangement  generally 
used  where  local  conditions 
demand  that  each  account 
reflect  the  unexpended 
balance  (total  allotments 
less  approved  vouchers) 
as  well  as  the  unencum- 
liered  balance. 

Since  all  Burroughs 
accounting  machines  print 
totals  from  single  key 
depressions  this  additional 
result  may  be  obtained 
without  materially  reduc- 
ing operator  production. 
Referring  to  the  illustration 
(figure  8),  after  entering 
the  amount  of  the  voucher, 
all  balances  are  printed, 
in  sequence  and  the  work 
proven,  with  seven  total 
key  depressions. 

Ordinarily  unexpended 
balances  are  required  only 
for  report  and  trial   bal- 
ance   purposes.     The    monthly    report    illustrated  computed  as  a  by-product  of  writing  the  month-end 
on  page  20  shows  how  unexpended    balances    are  reports. 
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Expenditure  Basis— Budget  Ledgers 


Local  conditions  may  make  it  inadvisable  to 
attempt  the  installation  of  a  budgetary  system  on 
the  encumbrance  basis  for  some  of  the  following 
reasons: 

1.  An  established  practice  of  individual  buying 
by  so  many  divisions  and  departments  that  control 
over  encumbrances  is  impossible. 

2.  Opposition  to  changes  by  department  heads 
or  officials  that  may  temporarily  delay  instituting  a 
complete  system.  Departments  which  have  been 
accustomed  to  spending  their  entire  budgets  without 
considering  orders  and  other  encumbrances  outstand- 
ing are  naturally  cramped  for  funds  when  the 
system  is  changed  to  the  encumbrance  basis. 

3.  An  established  policy  of  paying  obligations 
promptly  with  little  advance  contracting  will  in 
some  cases  reduce  the  volume  of  outstanding  en- 
cumbrances to  the  point  that  satisfactory  control 
may  be  exercised  without  posting  encumbrances  to 
the  budget  ledgers. 


The  budget  account  (see  figure  9)  is  ideally 
adapted  to  this  situation.  A  comparison  with  the 
form  illustrated  on  the  preceding  pages  will  show 
that  the  forms  are  identical  except  for  the  encum- 
brance columns  on  the  left. 

A  system  installed  on  the  expenditure  basis  may 
be  changed  to  the  encumbrance  basis  whenever 
desired  by  merely  changing  to  appropriate  forms. 

Since  encumbrances  are  not  recorded  on  the 
form  shown  above,  the  account  balance  is  the 
"unexpended  balance"  rather  than  the  "unen- 
cumbered balance." 

In  preparing  the  budget  report  shown  on  page  20, 
the  last  two  columns  are  left  blank  except  periodically 
when  it  is  possible  to  obtain  from  departments  or 
from  a  file  of  outstanding  encumbrances  the  total 
obligations  for  each  budget  classification. 
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FIGURE  8  (Inside) 


Appropriation  Ledger  Account  with  Unexpended 
and  Unencumbered  Balances 


FIGURE  9  (Inside) 


Appropriation  Ledger  Account  With  Only 
Unexpended  Balance 
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Budget  Ledger  with 
Unexpended  and 
Unencumbered 
Balances 
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the  amount  of  the  voucher, 
all  balances  are  printed, 
in  secpience  and  the  work 
proven,  with  seven  total 
key  depressions. 

Ordinarily  unexpended 
balances  are  recjuired  only 
for  report   and   trial   bal- 
ance   purposes.     The    monthly    report    illustrated 
on  page  !20  shows  how  unexpended    })alances    are 
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computed  as  a  by-product  of  writing  the  month-end 
reports. 
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Appropriation  Ledger  Account  With  Only 
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Figure  8— Budget  Ledger  with  Unexpended  and  Unencumbered  Balances 
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The  unexpended  balance,  in  addition  to  the  unencumbered 
balance  and  other  cumulative  totals,  may  be  obtained  by 
merely  adding  another  column  to  the  form.  Usually,  the 
unexpended  balance  is  only  needed  at  the  end  of  each 
month,  and  is  computed  as  reports  are  written 


(Left) 

The  expenditure  total  is  automatically  subtracted  from  the 
budget  total  to  obtain  the  unexpended  balance.  Where  the 
expenditure  basis  is  followed,  unencumbered  balances  can 
only  be  obtained  by  subtracting  the  total  of  the  encum- 
brance documents  from  the  account  balance 


Figure  9— Budget  Ledger— Expenditure  Basis 
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Figure  8— Budget  Ledger  with  Unexpended  and  Unencumbered  Balances 
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The  unexpended  balance,  in  addition  to  the  unencumbered 
balance  and  other  cumulative  totals,  may  be  obtained  by 
merely  adding  another  column  to  the  form.  Usually,  the 
unexpended  balance  is  only  needed  at  the  end  of  each 
month,  and  is  computed  as  reports  are  written 


{Left) 

The  expenditure  total  is  automatically  subtracted  from  the 
budget  total  to  obtain  the  unexpended  balance.  Where  the 
expenditure  basis  is  followed,  unencumbered  balances  can 
only  be  obtained  by  subtracting  the  total  of  the  encum- 
brance documents  from  the  account  balance 


Figure  9— Budget  Ledger— Expenditure  Basis 
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One  of  the  principal  reasons  for  keeping  account- 
ing records  is  to  provide  information  to  be  used  by 
administrative  oflBcials.  The  report  needed  by  the 
largest  number  of  oflScials  and  perhaps  the  most 
valuable  report  from  the  standpoint  of  administra- 
tion is  the  report  of  expenditures,  encumbrances, 
and  appropriation  balances  illustrated  below. 


This  report  sets  forth  the  expenditures  for  the 
current  month  and  for  the  year  to  date,  the  un- 
expended balance  of  each  appropriation,  the  en- 
cumbrances outstanding  and  the  net  unencumbered 
balance  of  each  appropriation. 

As  each  report  is  prepared,  the  accounting 
machine  automatically  adds  all  columns  to  provide 
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REPORT  OP  EXPENDITURES.  ENCUMBRANCES  AND  APPROPRIATION  BALANCES 


departmental  summary  totals  which  must  balance 
with  the  ledger  control  accounts. 

Reports  of  this  kind  may  be  filed  in  an  analysis 
binder  of  the  type  illustrated  below  which  permits 
offsetting  each  successive  report  from  month  to 
month  which  provides  a  visible  comparative  record 
of  expenditures  by  budget  classifications  by 
months  without  copying  the  figures.  Enough  copies 
may  be  prepared  at  one  writing  for  each  interested 
official  to  receive  a  report  for  filing  in  such  a  binder 
in  his  own  office. 

The  classifications  shown  on  the  report  are  some 
of  those  used  by  city  governments.    Budget  reports 


for  educational  institutions,  school  boards,  hospitjds» 
etc.,  and  by  general  or  other  governmental  branches 
such  as  county,  state  and  federal,  would  be  set  up 
in  a  similar  fashion  for  a  different  schedule  of  depart- 
ments (see  charts  on  pages  4  and  5)  and  potssibly 
special  budget  classifications  for  each  department. 
To  be  of  value,  the  budget  reports  must  be 
made  available  to  every  interested  official  within  a 
few  days  after  the  end  of  each  month.  It  is  essential, 
therefore,  that  the  information  contained  on  the 
report  be  shown  at  all  times  on  the  budget  ledger 
accounts  and  arranged  in  such  form  that  it  may  be 
quickly  transferred  to  the  report. 


Figure  10— Report  of  Expenditures,  Encumbrances  and  Appropriation  Balances 


Figure  11— Comparative  Analysis  Binder 
(Budget  and  Statistical  Reports) 
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Expenditure  Distribution  Ledger 


The  extent  to  which  expenditures  should  be  sub- 
divided is  dependent  upon  the  statistical  detail 
needed  to  intelligently  estimate  budget  require- 
ments for  future  periods.  A  typical  budget  estimate 
was  illustrated  on  page  8. 

Periodic  statistics  by  expenditure  classifications 
(see  report  on  page  24)  offer  an  opportunity  to  study 
actual  expenditures  in  relation  to  budget  items,  to 
compare  expenditures  of  each  kind  from  month  to 
month  and  to  investigate  items  that  appear  to  be 
excessive.  In  order  to  obtain  such  reports  promptly 
each  month  or  as  desired,  up-to-date  ledger  ac- 
counts with  current  cumulative  totals  are  essential. 

Expense  distribution  accounts  designed  as  shown 
on  page  23  have  proven  exceedingly  practical  from 
an  operating  standpoint  and  furnish  completeness 
of  information  and  flexibility  not  possible  by  other 
methods. 

Since  each  account  shows  the  total  for  the  cur- 
rent month  and  "to-date"— the  same  information 
that  is  needed  for  reports — there  is  no  time  lost 
preparing  reports  after  the  close  of  each  month. 

Again  the  report  is  prepared  and  the  trial 
balance  run  at  one  operation. 

Procedure 

Accounts  are  posted  directly  from  vouchers  or 
from  voucher  distribution  slips;  if  each  voucher 
carries  only  one  classification  they  might  be  arranged 
in  ledger  order  before  posting.  As  a  general  rule, 
however,  vouchers  are  numbered  by  departments 
and  may  carry  from  one  to  several  expenditure 
classifications  each. 

Accounts  for  each  department  are  posted  in 
whatever  sequence  proves  the  simplest,  or  even  at 
random;  the  very  nature  of  voucher  routine  tends 
to  bring  together  payments  of  similar  kind.  For 
example :  Payrolls  chargeable  to  the  salary  and  wage 
accounts  usually  come  through  about  the  same  time. 
Traveling  expense  vouchers  are  usually  handled  in 
batches.  Miscellaneous  payments  for  materials, 
may  affect  more  than  one  "material"  classification 
account  but  generally  will  not  affect  any  other 
part  of  the  ledger. 


For  these  reasons,  direct  posting  from  voucher 
to  ledger  is  usually  simplest  and  the  most  economical. 

Budget  Account  Totals 

If  preferred,  the  expenditure  distribution  ledger 
may  be  posted  before  the  appropriation  ledger;  total 
expenditures  being  automatically  accumulated  as 
the  accounts  are  posted.  Totals  may  be  printed 
for  each  budget  group  and  then  posted  to  the 
budget  accounts. 

This  plan  simplifies  posting  the  budget  ledger 
and  eliminates  duplicate  posting. 

However,  as  was  stated  earlier  in  this  manual, 
the  budgetary  accounting  procedure  should  be  set 
up  primarily  to  give  the  results  and  information 
needed  for  intelligent  management,  rather  than 
speed.  All  records  should  be  complete  as  to  infor- 
mation contained,  simple  for  easy  understanding, 
and  up-to-date  for  current  reference. 

After  these  results  have  been  accomplished, 
short  cuts  may  be  considered.  The  automatic 
operation  of  Burroughs  Budgetary  Accounting 
machines  permits  obtaining  complete  results  with- 
out excessive  cost. 


Figure  12— Tray  for  Expenditure 
Distribution  Accounts 


FIGURE  13  (Inside) 
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The  extent  to  which  expenditures  should  be  sub- 
divided is  dependent  upon  the  statistical  detail 
needed  to  intelligently  estimate  budget  require- 
ments for  future  periods.  A  typical  budget  estimate 
was  illustrated  on  page  8. 

Periodic  statistics  by  expenditure  classifications 
(see  report  on  page  24)  offer  an  opportunity  to  study 
actual  expenditures  in  relation  to  budget  items,  to 
compare  expenditures  of  each  kind  from  month  to 
month  and  to  investigate  items  that  appear  to  be 
excessive.  In  order  to  obtain  such  reports  promptly 
each  month  or  as  desired,  up-to-date  ledger  ac- 
counts with  current  cumulative  totals  are  essential. 

Expense  distribution  accounts  designed  as  shown 
on  page  23  have  proven  exceedingly  practical  from 
an  operating  standpoint  and  furnish  completeness 
of  information  and  flexibility  not  possible  by  other 
methods. 

Since  each  account  shows  the  total  for  the  cur- 
rent month  and  "to-date" — the  same  information 
that  is  needed  for  reports — there  is  no  time  lost 
preparing  reports  after  the  close  of  each  month. 

Again  the  report  is  prepared  and  the  trial 
balance  run  at  one  operation. 

Procedure 

Accounts  are  posted  directly  from  vouchers  or 
from  voucher  distribution  slips;  if  each  voucher 
carries  only  one  classification  they  might  be  arranged 
in  ledger  order  before  posting.  As  a  general  rule, 
however,  vouchers  are  numbered  by  departments 
and  may  carry  from  one  to  several  expenditure 
classifications  each. 

Accounts  for  each  department  are  posted  in 
whatever  sequence  proves  the  simplest,  or  even  at 
random;  the  very  nature  of  voucher  routine  tends 
to  bring  together  payments  of  similar  kind.  For 
example :  Payrolls  chargeable  to  the  salary  and  wage 
accounts  usually  come  through  about  the  same  time. 
Traveling  expense  vouchers  are  usually  handled  in 
batches.  Miscellaneous  payments  for  materials, 
may  affect  more  than  one  "material"  classification 
account  but  generally  will  not  affect  any  other 
part  of  the  ledger. 


For  these  reasons,  direct  posting  from  voucher 
to  ledger  is  usually  simplest  and  the  most  economical. 

Budget  Account  Totals 

If  preferred,  the  expenditure  distribution  ledger 
may  be  posted  before  the  appropriation  ledger;  total 
expenditures  being  automatically  accumulated  as 
the  accounts  are  posted.  Totals  may  be  printed 
for  each  budget  group  and  then  posted  to  the 
budget  accounts. 

This  plan  simplifies  posting  the  budget  ledger 
and  eliminates  duplicate  posting. 

However,  as  was  stated  earlier  in  this  manual, 
the  budgetary  accounting  procedure  should  be  set 
up  primarily  to  give  the  results  and  information 
needed  for  intelligent  management,  rather  than 
speed.  All  records  should  be  complete  as  to  infor- 
mation contained,  simple  for  easy  understanding, 
and  up-to-date  for  current  reference. 

After  these  results  have  been  accomplished, 
short  cuts  may  be  considered.  The  automatic 
operation  of  Burroughs  Budgetary  Accounting 
machines  permits  obtaining  complete  results  with- 
out excessive  cost. 
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Figure  13— Expenditure  Distribution  Ledger 
(Detail  Expenditure  Statistics) 


The  expenditure  distribution  ledger,  as  a  medium  for 
assembling  statistical  results,  o£fers  unlimited  flexibility,  is 
economical  in  operation,  and  facilitates  reference  to  individ- 
ual transactions. 

Any  style  of  Burroughs  posting  or  accounting  machine 
will  do  the  work  efficiently.  The  account  illustrated  is  posted 
on  the  same  machine  used  for  budget  accounts.  Where  the 
volume  is  larger,  other  styles  of  Burroughs  machines  may  be 
considered ;  from  a  simple  desk  model  posting  machine  to  a 
high-speed  automatic  analysis  machine. 

The  number  of  account  classifications  may  be  expanded 
or  contracted  at  will,  but  transactions  affecting  the  same 
classification  are  always  brought  together  on  the  same  ledger 
sheet. 

Each  item  on  an  account  may  be  further  described  or 
coded,  if  desired,  to  permit  special  studies  not  anticipated  in 
the  normal  statistical  classification. 

Statistical  reports  are  of  great  importance  to  expose 
abnormal  expenditures.  The  advantages  of  a  detailed  record 
of  the  items  affecting  each  classification,  to  determine  the 
exact  reason  for  excessive  costs,  should  not  be  underestimated. 


Each  item  posted  to  a  distribution  ledger  account  increases  the  cumula- 
tive total  for  the  current  month  and  also  for  the  year  or  biennium  to  date. 
Some  accountants  prefer  to  extend  only  the  year  to  date  total  as  each 
posting  is  made,  obtaining  the  month  total  by  subtracting  the  total  at 
the  end  of  the  previous  month  from  the  final  total.  This  method  should 
be  considered  where  the  majority  of  accounts  are  quite  active 
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Figure  13— Expenditure  Distribution  Ledger 
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Tlie  expenditure  distribution  ledger,  as  a  medium  for 
assembling  statistical  results,  offers  unlimited  flexibility,  is 
economical  in  operation,  and  facilitates  reference  to  individ- 
ual transactions. 

Any  style  of  Burroughs  posting  or  accounting  machine 
will  do  the  work  efficiently.  The  account  illustrated  is  posted 
on  the  same  machine  used  for  budget  accounts.  Where  the 
volume  is  larger,  other  styles  of  Burroughs  machines  may  be 
considered;  from  a  simple  desk  model  posting  machine  to  a 
high-speed  automatic  analysis  machine. 

The  number  of  account  classifications  may  be  expanded 
or  contracted  at  will,  but  transactions  affecting  the  same 
classification  are  always  brought  together  on  the  same  ledger 
sheet. 

Each  item  on  an  account  may  be  further  described  or 
coded,  if  desired,  to  permit  special  studies  not  anticipated  in 
the  normal  statistical  classification. 

Statistical  reports  are  of  great  importance  to  expose 
abnormal  expenditures.  The  advantages  of  a  detailed  record 
of  the  items  affecting  each  classification,  to  determine  the 
exact  reason  for  excessive  costs,  should  not  be  underestimated. 


Each  item  posted  to  a  distribution  ledger  account  increases  the  cumula- 
tive total  for  the  current  month  and  also  for  the  year  or  biennium  to  date. 
Some  accountants  prefer  to  extend  only  the  year  to  date  total  as  each 
posting  is  made,  obtaining  the  month  total  by  subtracting  the  total  at 
the  end  of  the  previous  month  from  the  final  total.  This  method  should 
be  considered  where  the  majority  of  accounts  are  quite  active 
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Expenditure  Statistics 


The  statistical  report  illus- 
trated on  this  page  shows  ex- 
penditures detailed  by  classifi- 
cation for  the  current  month 
and  cumulative  to  date.  The 
report  for  each  successive  month 
may  be  filed  oflFset,  as  shown 
on  page  21  in  an  analysis  binder. 

This  process  gives  the  equiva- 
lent of  a  comparative  statistical 
report  for  all  previous  months 
without  the  necessity  of  re- 
copying  figures.  If  reports  for 
the  previous  year  are  left  in  the 
binder,  the  spread  may  be  so 
arranged  that  the  previous  to- 
date  figures  for  the  correspond- 
ing month  are  also  visible. 

This  plan  may  be  carried 
further  to  provide  whatever 
detail  may  be  required  on  cer- 
tain activities.  For  example: 
The  report  for  a  cafeteria  would 
show  one  item  for  "provisions." 
A  subsidiary  report  could  be  pre- 
pared to  classify  "provisions" 
according  to  the  kind  of  food 
purchased  such  as  meat,  vegeta- 
bles, bread,  etc. 

There  are  three  principal 
methods  of  accumulating  sta- 
tistical results. 


1.  Expenditure  distribution 
ledger  as  shown  on  page  28 
(posted  currently  from 
vouchers). 

2.  Unit  tickets  or  cards — 
(sorted  and  recapped  at  the  end 
of  each  period).  This  plan 
sometinaes  proves  the  most 
economical,  particularly  where 
a  practical  classification  of  uni- 
form accounts  has  not  been 
established.     However,  it  has  two  drawbacks: 

a.  The  detail  transactions  are  not  currently 
available  for  reference,  nor  is  the  detail 
readily  available  for  auditing  and  further 
analysis. 

b.  Reports  are  somewhat  delayed  at  the  end 
of  the  month  due  to  preliminary  sorting 
and  recapping  required. 

3.    Columnar  analysis.    (Items  posted  to  spread 
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Figure  14— Statistical  Report 

sheets.)  This  plan  is  practical  in  some  instances  but 
usually  lacks  flexibUity  in  increasing  or  reducing 
the  accounts  used.  A  peak  load  is  also  created 
when  the  columns  are  added  and  balanced  at  the 
end  of  the  month. 

Statistical  reports  may  always  be  readily  ob- 
tained from  unit  accounts.  The  old  records,  due 
to  their  compactness,  may  always  be  kept  available 
for  further  analysis  if  needed. 
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Revenue  Ledger 


The  revenue  estimates  are  used  as  a  basis  for 
determining  the  amount  of  the  original  budget;  but 
current  records  and  reports  must  show  whether  or 
not  actual  income  is  up  to  expectations. 

Revenue  accounts  designed  as  illustrated  below 
will  furnish  the  same  control  over  revenues  and 
revenue  estimates  that  the  appropriation  ledger 
supplies  for  budget  balances. 


each  account  will  receive  an  anticipated  revenue 
credit  at  the  beginning  of  each  month  <Mr  quarter. 
As  revenue  estimates  are  corrected  throughout 
the  fiscal  period,  adjustment  increases  cm-  decreases 
are  posted  to  the  proper  accounts. 

Income  Received 

Income  and  cash  receipts  are  usually  reported 
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Figure  15— Revenue  Ledger 


Revenue  Estimates 

Rather  than  set  up  the  entire  revenue  estimate 
for  the  fiscal  period  at  one  time,  it  is  preferable  to 
prorate  the  expected  revenue  by  months  or  quarters 
to  obtain  a  current  check  on  the  collection  of  revenue 
estimated,  for  each  period.    If  this  plan  is  followed, 


by  the  agency  that  collected  the  money;  these 
reports  are  the  basis  for  posting  income  to  the 
revenue  accounts.  As  each  posting  is  made,  the 
machine  increases  the  total  income  to  date,  brings 
down  the  total  revenue  estimate  to  date,  and  reduces 
the  unrealized  income  balance. 
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Revenue  Reports 


A  report  similar  to  the  one  illustrated  below  will 
permit  officials  to  keep  in  constant  touch  with  the 
revenue  situation  so  that  if  original  estimates  are 
found  in  error,  steps  may  be  taken  promptly  to 
rectify  the  condition;  either  by  providing  additional 
sources  of  revenue,  or  by  making  adjustments  in 
departmental  appropriation  allotments.  Likewise, 
income  collected  from  particular  sources  in  excess 


up  to  the  end  of  the  period  covered  by  the  report. 
The  last  two  columns  show  the  total  estimated  for 
the  fiscal  period  and  the  balance  uncollected. 

These  reports  may  be  filed  offset  in  an  analysis 
binder  in  the  same  manner  as  the  report  of  expendi- 
tures, encumbrances  and  appropriation  balances 
(see  illustration  of  binder  on  page  21),  so  that  a 
comparative   analysis   of   income   by    months,    by 
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Figure  16— Report  of  Revenues,  Estimates  and  Unrealized  Income  Balances 


of  original  estimates  would  be  available  for  emer- 
gency or  special  uses. 

The  report  of  revenues,  estimates  and  un- 
realized income  balances  should  reflect  in  detail 
the  revenue  from  different  sources  for  each  fund — 
the  same  sources  as  those  shown  on  the  revenue 
estimate  prepared  at  the  beginning  of  a  fiscal  period. 
The  difference  between  the  estimated  income  to 
date  and  the  income  received  to  date,  discloses 
those  revenues  that  are  over  or  under  the  estimate 


funds,  and  by  sources  of  revenue  will  be  available 
to  every  interested  official  at  the  close  of  each  month. 
It  is  evident  that  in  order  to  have  such  a  report 
promptly  each  month,  and  to  have  the  information 
from  which  it  is  obtained  available  for  reference  at 
all  times,  it  is  necessary  to  maintain  a  revenue 
ledger  with  an  account  for  each  classification  in- 

•     

volved.  Prompt  reports  are  dependent  upon  having 
all  totals  and  balances  up  to  date  so  that  the  report 
becomes  a  simple  copying  operation. 
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Municipal  Accounting  Terminology 

As  Defined  By 
The  National  Committee  on  Municipal  Accounting 

(Reproduced  by  Permimlon) 


Accounts  Payable.  Liabilities  on  open  account 
incurred  in  dealing  Tvith  private  persons,  firms  or 
corporations,  and  with  other  governmental  bodies 
(but  not  including  amounts  due  to  other  funds). 

See  also  Encumbrances. 

Accounts  Receivable.  Amounts  owing  on 
open  account  from  private  persons,  firms  or  corpora- 
tions, or  from  other  governmental  bodies  (but  not 
including  amounts  due  from  other  funds). 

Accrual  Basis.  When  revenues  are  accounted 
for  when  earned  or  due,  even  though  not  collected, 
and  expenditures  are  accounted  for  as  soon  as 
liabilities  are  incurred,  whether  paid  or  not,  the 
system  of  accounting  is  said  to  be  on  the  accrual 
basis. 

Activity.  A  specific  line  of  work  carried  on  by 
a  governmental  unit  in  order  to  perform  its  functions, 
e.  g.,  "food  inspection"  in  connection  with  the  func- 
tion of  "health  conservation."  There  may  also  be 
internal  activities  such  as  "motor  repairs,"  "store- 
rooms," etc. 

See  also  Character,  Function,  and  Object. 

Allotment.  A  portion  of  an  appropriation  or 
special  fund  set  aside  to  cover  expenditures  and 
encumbrances  for  a  certain  period  or  purpose. 

Allotment  Ledger.  A  subsidiary  ledger  con- 
taining an  account  with  each  allotment,  showing  the 
amount  allotted,  the  expenditures,  the  encumbrances 
and  the  unencumbered  balance  of  each  allotment. 

See  also  Appropriation  Ledger. 

Apportionment.    See  Allotment. 

Appropriation.  An  authorization  by  the  legis- 
lative body  to  make  expenditures  and  incur  liabilities 
for  specific  purposes. 

Note:  An  appropriation  is  usually  limited  in 
amount  and  as  to  the  time  when  it  may  be  expended. 


Appropriation   Expenditures. 
made  from  an  appropriation. 


Expenditures 


Appropriation  Ledger.  A  subsidiary  ledger 
containing  an  account  with  each  appropriation,  show- 
ing the  amount  appropriated,  the  expenditures,  the 
encumbrances,  and  the  unencumbered  balance  of 
each  appropriation;  or  if  allotments  are  made  and  a 


separate  ledger  maintained  therefor,  the  appropri- 
ations, the  allotments,  and  unallotted  balance  of 
each  appropriation. 

See  also  Allotment  Ledger. 

Audited  Claims  Payable.  See  Accounts  Pay- 
able. 

Audited  Voucher.  A  voucher  which  has  been 
examined  and  approved  for  payment. 

See  also  Accounts  Payable. 

Available  Cash.  The  excess  of  cash  of  a  given 
fund  in  the  treasury  over  immediate  demands  and 
reserves  against  cash;  that  is,  the  actual  cash  in  the 
treasury  belonging  to  a  given  fund  after  deducting 
the  amount  of  unpaid  vouchers  and  claims  approved 
for  payment,  outstanding  warrants,  and  reserve 
accounts  for  definite  purposes. 

Available  Surplus.  That  portion  of  un- 
appropriated surplus  which  has  been  realized  and 
can  be  utilized  immediately. 

Balance  Sheet.  A  statement  showing  the 
financial  position  of  a  fund  or  government  at  a 
specified  date,  ordinarily  prepared  from  books  kept 
by  double  entry.  If  a  single  balance  sheet  is  pre- 
pared for  several  funds,  it  must  be  in  columnar  or 
sectional  form  so  as  to  exhibit  the  accounts  of  each 
fund  individually. 

Books  of  Original  Entry.  Those  books  in 
which  the  various  transactions  are  formallv  recorded 
for  the  first  time,  such  as  the  cash  book,  or  check 
register. 

Where  machine  bookkeeping  is  used,  it  may 
happen  that  one  transaction  is  recorded  simultane- 
ously in  several  records,  any  one  of  which  may  be 
regarded  as  the  book  of  original  entry. 

Memorandum  books,  check  stubs,  files  of  dupli- 
cate sales  invoices,  etc.,  whereon  first  or  prior  busi- 
ness notations  may  have  already  been  made,  are 
not  books  of  first  (original)  entrj-  in  the  accepted 
meaning  of  the  term,  unless  they  are  also  used  as 
the  mediums  for  direct  posting  to  the  ledgers. 

Budget.  An  estimate  of  proposed  expenditures 
for  a  given  period  or  purpose  and  the  means  of 
financing  them,  as  expressed  in  appropriation  and 
revenue  acts,  ordinances,  or  resolutions. 
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Budget  Document.  The  instrument  used  by 
the  budget-making  authority  to  present  a  compre- 
hensive financial  program  to  the  appropriating  body. 
It  includes  a  balanced  statement  of  the  revenues 
and  expenditures  of  the  government  and  other 
exhibits  to  report  the  financial  condition  of  the 
several  funds  of  the  government:  (1)  at  the  end  of 
the  preceding  completed  fiscal  period,  (2)  the  esti- 
mated condition  at  the  end  of  the  fiscal  period  in 
progress,  and  (3)  the  estimated  condition  at  the 
close  of  the  ensuing  fiscal  period  based  on  the 
financial  proposals  contained  in  the  budget  docu- 
ment. 

Budgetary  Accounts.  Those  accounts  neces- 
sary to  reflect  budget  operations  and  condition,  such 
as  estimated  revenue,  appropriations,  and  encum- 
brances, as  distinct  from  the  proprietary  accounts 

(q.v.). 

Budgetary  Control.  The  control  or  manage- 
ment of  a  governmental  unit  or  enterprise  in  accord- 
ance with  an  approved  budget  with  a  view  of  keeping 
expenditures  within  the  limitations  of  available 
appropriations  or  revenues. 

Cash  Basis.  When  revenues  are  accounted  for 
when  received  in  cash,  and  expenditures  are  ac- 
counted for  when  paid,  the  system  of  accounting  is 
said  to  be  on  the  cash  basis. 

Character.  As  applied  to  an  expenditure 
classification,  this  term  refers  to  the  relationship  of 
expenditures  to  current,  prior,  and  future  fiscal 
periods,  i.  e.,  whether  the  expenditure  is  an  expense, 
provision  for  the  retirement  of  debt,  or  a  capital 
outlay. 

See  also  Activity,  Function,  and  Object. 

Check.  A  bill  of  exchange  drawn  on  a  bank 
payable  on  demand;  a  written  order  on  a  bank  to 
pay  on  demand  a  specified  sum  of  money  to  a  named 
person,  to  his  order,  or  to  bearer  out  of  money  on 
deposit  to  the  credit  of  the  maker. 

A  check  differs  from  a  warrant  in  that  the  latter 
is  not  necessarily  payable  on  demand  and  may  or 
may  not  be  negotiable;  and  it  differs  from  a  voucher 
in  that  the  latter  may  show  the  propriety  of  a  pay- 
ment or  may  show  that  a  payment  has  been  made, 
but  is  not  an  order  to  pay. 

A  voucher-check  combines  the  distinguishing 
marks  of  a  voucher  and  a  check;  it  shows  the  pro- 
priety of  a  payment  and  is  an  order  for  the  payment 
thereof. 

Codification.  Numbering,  or  otherwise  desig- 
nating, accounts,  entries,  invoices,  vouchers,  etc.. 


in  such  a  manner  that  the  symbol  used  reveals  cer- 
tain essentials.  For  example,  the  symbolization 
(q.v.)  of  accounts;  numbering  monthly  recurring 
journal  entries  so  that  the  numbers  indicate  the 
month  and  the  nature  of  the  entry;  numbering 
invoices  or  vouchers  so  that  the  number  reveals  the 
date  of  entry. 

See  also  Symbouzation. 

Commitment.    See  Encumbrances. 

Contingent  Fund.  A  fund  set  apart  to  provide 
for  unforeseen  expenditures,  or  for  anticipated  pur- 
poses of  uncertain  amount. 

Note:  The  term  should  not  be  used  to  descril)e 
a  reserve  for  contingencies.  The  latter  is  set  aside 
out  of  a  fund  but  does  not  constitute  a  separate  fund. 

Continuing  Appropriation.  An  appropriation 
which,  once  established,  is  automatically  renewed 
without  further  legislative  action,  period  after 
period,  until  altered  or  revoked. 

Controlling  Account.  .\n  account,  usually 
kept  in  the  General  Ledger,  which  receives  the 
aggregate  of  the  debit  and  of  the  credit  postings  to 
a  number  of  identical,  similar  or  related  accounts 
called  subsidiary  accounts,  so  that  its  balance  equals 
the  aggregate  of  the  balances  in  these  accounts. 

Nate:  It  serves  as  a  check  upon  the  mathematical 
accuracy  of  the  detail  ledger  account  postings  and 
frees  the  control  ledger  of  a  mass  of  detail. 

See  also  General  Ledger  and  Subsidiary 
Accounts. 

Cost  Ledger.  A  subsidiar>'  record  wherein  each 
project,  job,  production  center,  process,  operation, 
product,  or  service  is  given  a  separate  account 
whereto  all  items  entering  into  its  cost  are  posted  in 
the  recjuired  detail.  Such  accounts  should  be  so 
arranged  and  kept  that  the  results  shown  in  them 
may  be  reconciled  with  and  verified  by  a  control 
account  or  accounts  in  the  general  books. 

Cost  Records.  All  ledgers,  supporting  records, 
schedules,  reports,  invoices,  vouchers,  and  other 
records  and  documents  reflecting  the  cost  of  a  proj- 
ect, job,  production  center,  process,  operation, 
product,  or  service. 

Deferred  Charges.  Exfienditures  which  are 
not  chargeable  to  the  period  in  which  they  were 
made,  but  are  set  up  as  assets  which  are  to  be 
amortized,  although  they  may  have  no  market  value 
or  tangible  existence.  They  may  include  such  items 
as  discount  on  bonds  issued  and  other  charges  held 
in  suspense  until  distribution  is  accomplished. 
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See  also  Prepaid  Expenses. 

Deferred  Income.  Income  which  has  been 
received,  but  is  applicable  to  a  future  period. 

Direct  Expenses.  Those  expenses  which  can 
be  charged  directly  as  a  part  of  the  cost  of  a  product 
or  service,  or  of  a  department  or  operating  unit,  as 
distinguished  from  overhead  and  other  indirect 
costs  which  must  be  prorated  among  several  products 
or  services,  or  departments  or  operating  units. 

Disbursements.  Payments  in  cash  regardless 
of  the  purpose. 

Double  Entry.  A  system  of  bookkeeping 
based  on  the  fundamental  theory  that  every  business 
transaction  has  a  two-fold  aspect  and,  therefore,  a 
complete  record  is  obtained  by  entering  equal 
amounts  to  the  debit  of  one  or  more  accounts  and 
to  the  credit  of  another  account  or  accounts. 

Earnings.    See  Income  and  Revenue. 

Encumbrances.  Obligations  in  the  form  of  pur- 
chase orders  or  contracts  which  are  to  be  met  from 
an  appropriation  and  for  which  a  part  of  the  ap- 
propriation is  reserved.  They  cease  to  be  encum- 
brances when  paid  or  approved  for  payment. 

Endowment  Fund.  A  fund  whose  principal 
must  be  maintained  inviolate,  but  whose  income 
alone  may  be  expended. 

EouiPMENT.  Physical  property  of  a  more  or 
less  permanent  nature,  other  than  land,  buildings, 
or  improvements  to  either  of  these.  Examples  are 
machinery,  tools,  trucks,  cars,  ships,  furniture  and 
furnishings. 

Estimated  Revenue  Receipts.  See  Esti- 
mated Revenue  and  Revenue  Receipts. 

Expendible  Fund.  A  fund  whose  resources 
may  be  expended  or  extinguished  in  accordance  with 
general  or  specific  rules  and  regulations. 

Expenditures.  Amounts  paid  or  incurred  for 
all  purposes,  including  expenses,  provision  for  retire- 
ment of  debt,  and  capital  outlays.  Synonymous 
with  Outlay. 

Note:  If  the  accounts  are  kept  on  the  cash  basis 
(q.v.)  the  term  covers  only  actual  disbursements. 
If  the  accounts  are  kept  on  the  accrual  basis  (q.v.) 
the  term  also  includes  charges  incurred  but  not  paid. 

Expenses.  Expenditures  for  operation,  mainte- 
nance, interest,  and  other  current  purposes  from 
which  no  permanent  or  subsequently  convertible 
value  is  derived. 


Fiscal  Period.  Any  period  at  the  end  of  which 
a  municipality  closes  its  books  in  order  to  determine 
its  financial  condition  and  the  results  c^  its  opera- 
tions. 

Sole:  It  is  usually  a  year,  though  not  neces- 
sarily a  calendar  year. 

Fixed  Assets.  Assets  of  a  permanent  character 
having  continuing  value,  such  as  land,  building:^, 
machinery,  furniture,  and  other  equipment. 

Note:  The  term  "fixed  assets"  denotes  proba- 
bility or  intent  to  continue  use  or  possession.  It 
does  not  indicate  the  immobility  of  an  asset,  which 
is  the  distinctive  characteristic  of  "fixture"  (q.v.). 
The  term  "capital  assets"  is  sometimes  used  in  tlie 
same  sense,  but  "fixed  assets"  is  preferred. 

Fixed  Charged.  Those  expenditures  of  the 
current  period  which  are  more  or  less  inevitable  and 
continuous. 

Function.  A  group  of  services  aimed  at  accom- 
plishing a  certain  purpose  or  end,  e.  g.,  |Mt>tectiuo 
to  persons  and  property. 

See  also  Activity,  Character,  and  Object. 

Fund.  A  sum  of  money  or  other  resources  (gross 
or  net)  set  aside  for  the  purpose  of  carrying  on 
specific  activities  or  attaining  certain  objectives  in 
accordance  with  special  regulations,  restrictions,  or 
limitations.  A  fund  is  a  distinct  financial  or  fiscal 
entity. 

Fund  Accounts.  All  accounts  necessar>'  to  set 
forth  the  operations  and  condition  of  a  fund. 

Fund  Assets.  Assets  belonging  to  a  particuiar 
fund. 

Fund  Balance  Sheet.  A  balance  sheet  uf  a 
given  fund. 

Note:  The  term  has  often  been  used  in  the  past 
to  describe  a  statement  of  fund  resources,  obligations 
and  balances,  but  a  more  correct  term  for  such  a 
statement  would  be  "statement  of  budgetar>'  re- 
sources, obligations,  and  unappropriated  surplus." 

Fund  Group.  A  group  of  funds  of  a  similar 
character  which  are  brought  together  for  adminis- 
trative and  reporting  purposes,  e.  g.,  trust  or  sinking 
funds  pooled  for  investment  purposes. 

Fund  Liabilities.  Liabilities  of  a  fund  whicii 
are  to  be  met  out  of  its  resources. 

Fund  Obligations.  Obligations  to  be  met  out 
of  the  resources  of  a  particular  fund. 

Fund  Surplus.  The  net  surplus  d  a  fund,  that 
is,  the  excess  of  its  resources  over  its  obligations  and 
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reserves.     The  term  should  not  be  used  without 
qualification. 

General  Fund.  The  fund  that  is  unrestricted 
as  to  use  and,  therefore,  available  for  any  purpose. 

General  Ledger.  An  accounting  record  con- 
taining accounts  in  which  are  recorded  in  detail  or 
in  summary  all  the  transactions  of  the  organization 
unit  for  which  such  accounts  are  kept. 

Note:  In  double-entry  (q.v.)  bookkeeping  the 
debits  equal  the  credits  and  therefore  the  debit 
balances  equal  the  credit  balances. 

Imprest  Fund.  A  sum  of  money  to  be  used  for 
minor  disbursements,  the  amount  of  the  fund  being 
fixed. 

Note:  The  fund  is  reimbursed  by  other  funds 
of  the  enterprise  for  payments  made  from  it,  the 
vouchers  then  being  surrendered.  At  all  times,  the 
cash  on  hand,  plus  vouchers  not  reimbursed,  should 
equal  the  fixed  amount  of  the  fund. 

See  also  Petty  Cash  and  Revolving  Fund. 

Income  and  Expense  Statement.  A  statement 
prepared  for  a  municipal  utility  or  other  govern- 
mental enterprise  of  a  business  character  setting 
forth  the  revenues  earned,  the  expense  incurred, 
and  the  excess  or  deficiency  of  revenue  compared 
with  expense,  in  the  operation  of  the  enterprise  or 
incidental  thereto. 

Job  Account.  An  account  pertaining  either  to 
an  operation  which  occurs  regularly  (a  "standing 
job"),  or  to  a  specific  piece  of  work  (a  "job  order"), 
showing  all  charges  for  material  and  labor  used, 
and  expenses  incurred,  together  with  any  allow- 
ances or  other  amounts  which  may  be  credited. 

Journal  Voucher.  A  voucher  provided  for  the 
recording  of  certain  transactions  or  information  in 
place  of  or  supplementary  to  the  journals  or  registers. 

Lapse.  {Verb)  As  applied  to  appropriations,  it 
denotes  termination  of  an  appropriation. 

Note:  Except  for  continuing  appropriations 
(q.v.)  an  appropriation  is  made  for  a  certain  period. 
At  the  end  of  this  period  it  is  said  to  lapse  and  the 
unencumbered  balance  thereof  must  be  reappropri- 
ated  unless  otherwise  provided  by  law. 

Lump  Sum  Appropriation.  An  appropriation 
made  for  a  stated  purpose,  or  for  a  named  depart- 
ment, without  specifying  further  the  amounts  that 
may  be  spent  for  particular  objects  of  expenditure, 
e.  g.,  an  appropriation  for  the  police  department 
which  does  not  specify  the  amounts  to  be  spent  for 
salaries  and  wages,  travel,  equipment,  etc. 


Object.  As  used  in  an  expenditure  classification, 
it  applies  to  the  article  purchased  or  the  service 
obtained  (as  distinguished  from  the  results  obtained 
from  expenditures),  e.  g.,  personal  services,  materials, 
supplies,  and  equipment. 

See  also  Activity,  Character,  and  Function. 

Obligations.  Amounts  which  the  governmental 
unit  may  be  legally  required  to  meet  out  of  its 
resources.  They  include  not  only  actual  liabilities, 
but  also  unliquidated  encumbrances. 

Operating  Expenses.  As  used  in  the  accounts 
of  municipal  utilities  and  other  governmental  enter- 
prises of  a  business  character,  the  term  means  such 
expenses  as  are  necessary  to  the  maintenance  of  the 
enterprise,  the  rendering  of  services  for  which 
operated,  the  sale  of  merchandise,  the  production 
and  disposition  of  commodities  produced,  and  the 
collection  of  the  revenues. 

Sometimes  used  to  describe  expenses  for  general 
governmental  purposes. 

Operating  Income.  Income  derived  from  the 
operation,  or  as  a  compensation  for  the  use,  of  assets 
employed  in  municipal  utilities  or  other  govern- 
mental enterprises  of  a  business  character. 

Petty  Cash.  A  sum  of  money,  either  in  the  form 
of  currency  or  a  special  bank  deposit,  set  aside  for 
the  purpose  of  making  change  or  immediate  pay- 
ments of  comparatively  small  amounts  for  which 
it  is  subsequently  reimbursed  from  the  cash  of  a  fund. 

See  Imprest  Fund. 

Posting.  The  act  of  transferring  to  an  account 
in  a  ledger  the  data,  either  detailed  or  summarized, 
contained  in  a  book  or  document  of  original  entry. 

Prepaid  Expenses.  Expenses  which  have  been 
entered  in  the  accounts  for  benefits  not  yet  received, 
such  as  prepaid  rent,  prepaid  interest,  and  pre- 
miums on  unexpired  insurance. 

See  also  Deferred  Charges. 

Profit  and  Loss  Statement.  See  Income  and 
Expense  Statement. 

Project.  A  unit  of  construction  work  the  cost 
of  which  is  accounted  for  separately  from  other 
work.  It  is  usually  financed  by  budget  appropri- 
ations, by  special  assessments,  or  by  bond  issues. 

Proprietary  Accounts.  Those  accounts  neces- 
sary to  reflect  the  assets  and  liabilities,  and  which 
display  the  results  of  operations  in  terms  of  revenue, 
expenditure,  surplus,  or  deficit. 

Purchase  Order.    A  document  executed  by  a 


BUDGETARY    CONTROL 


Page  SI 


municipality  authorizing  a  vendor  to  deliver  specified 
merchandise  and  to  make  a  charge  therefor. 

Receipts.  What  is  actually  received.  It  indi- 
cates cash  (from  all  sources)  unless  otherwise 
described. 

Recoverable  Expenditures.  Expenditures 
made  for  or  on  behalf  of  another  governmental 
unit,  fund,  or  department,  or  for  a  private  individual, 
firm,  or  corporation,  which  will  subsequently  be 
recovered  in  cash  or  its  equivalent. 

Refund.  {Noun)  An  amount  paid  back  or 
credit  allowed  on  account  of  an  over-collection. 

— (FerJ)  To  pay  back  or  allow  credit  for  an 
amount  on  account  of  an  over-collection. 

— {Verb)  To  provide  for  the  payment  of  a  loan 
through  cash  or  credit  secured  by  a  new  loan. 

Registered  Warrant.  A  warrant  that  is 
registered  by  the  paying  officer  for  future  payment 
on  account  of  present  lack  of  funds  and  to  be  paid 
in  the  order  of  its  registration.  In  some  cases  such 
warrants  are  registered  when  issued  while  in  others 
they  are  registered  when  first  presented  to  the 
paying  officer  by  the  holders. 

See  Warrant. 

Registers.  Records  for  the  consecutive  entry 
of  a  certain  class  of  events,  documents,  or  transac- 
tions, with  a  proper  notation  of  all  the  required 
particulars. 

Ncie:  The  form  of  register  for  accounting  pur- 
poses varies  from  a  one-column  to  a  multicolumnar 
sheet  of  special  design  whereon  the  entries  are 
distributed,  summarized,  and  aggregated  usually 
for  convenient  posting  to  the  accounts. 

Reserve.  An  amount  set  aside  out  of  the  sur- 
plus of  a  fund  to  provide  for  estimated  future 
expenditures  or  losses,  for  working  capital,  or  for 
other  specified  purposes. 

Revenue.  Additions  to  cash  or  other  current 
assets  which  do  not  increase  any  liability  or  reserve, 
nor  represent  the  recovery  of  an  expenditure. 

A^ote:  If  the  accounts  are  kept  on  a  cash  basis* 
the  term  is  synonymous  with  Revenue  Receipts 
(q.v.).  If  the  accounts  are  kept  on  an  accrual 
basis,  the  term  includes  revenue,  whether  accrued 
or  collected. 

See  also  Accrual  Basis  and  Cash  Basis. 

Revolving  Fund.  A  fund  provided  to  carry 
out  a  cycle  of  operations.  The  amounts  expended 
from  the  fund  are  restored  thereto  from  the  income 


of  the  operation  or  by  transfers  from  other  funds, 
so  that  it  is  always  intact,  either  in  the  form  of  cash, 
receivables,  or  inventory. 

See  also  Imprest  Fund,  Petty  Cash,  and  Work- 
ing Capital  Fund. 


Stores.     Goods  on  hand  in  central  store 
subject  to  requisition. 

Subsidiary  Ledger.  An  accounting  record  con- 
taining accounts,  called  subsidiary  accounts,  in 
which  are  recorded  in  detail  identical,  similar,  or 
related  transactions.  The  accounts  in  the  subsidiary 
ledger  support  in  detail  the  debit  and  credit  sum- 
maries recorded  in  a  controlling  account  in  the 
General  Ledger  relating  to  the  same  activity  or 
object  as  the  subsidiary  accounts. 

Symbolization.  The  assignment  of  letters, 
numbers,  or  other  marks  or  characters  to  the  ordi- 
nary titles  of  the  ledger  accounts.  Each  letter,  or 
number,  should  have  the  same  meaning  wherever 
used  and  should  be  selected  with  great  care  so  that 
it  will  indicate  immediately  and  with  certainty  the 
title  of  the  account  as  well  as  its  place  in  the  classi- 
fication. The  use  of  proper  symbols  saves  much  time 
and  space  in  making  the  book  record  and  adds  to 
its  precision  and  accuracy. 

Test  Check.  A  check  in  which,  instead  ol 
auditing  every  item  in  an  account,  or  in  a  record,  for 
an  entire  pjeriod  under  review,  certain  items  are 
selected  and  completely  checked.  If  no  errors  be 
found,  the  examination  is  regarded  as  warranting 
the  assumption  that  those  items  in  the  accounts 
which  have  not  been  checked  are  also  correct. 

Transfer  Voucher.  A  voucher  prepared  to 
authorize  transfers  of  cash  or  other  resources 
between  funds. 

Trial  Balance.  A  list  of  the  balances  ol  aU 
ledger  accounts,  with  the  debit  and  credit  balances 
shown  in  separate  columns.  If  the  totals  of  the  debit 
and  credit  columns  are  equal,  the  ledger  from  which 
the  figures  are  taken  is  said  to  be  **in  balance.** 

Trust  Fund.  A  fund  consisting  <rf  resources 
received  and  held  by  the  municipality  as  trustee  to 
be  expended  or  invested  in  accordance  vnih  the 
conditions  of  the  trust. 

See  also  Private  Trust  Fund  and  Pieut 
Trust  Fund. 


Unallotted     Approprl\tion. 
balances  available  for  allotment. 


Appropriation 


Unapplied  Cash.    Any  cash  not  earmarked  for 
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some  special  purpose  and  available  for  purposes  of 
the  fund  of  which  it  is  a  part. 

Unappropriated  Budget  Surplus.  That  por- 
tion of  the  current  fiscal  year's  estimated  revenues 
which  has  not  been  appropriated. 

Unappropriated  Surplus.  That  portion  of  a 
given  fund  which  is  available  for  appropriation  as 
indicated  by  the  amount  by  which  its  resources 
exceed  its  obligations,  reserves,  and  unencumbered 
appropriations. 

Unencumbered  Balance.  That  portion  of  an 
appropriation  or  allotment  not  yet  expended  or 
encumbered. 

Unexpended  Balance.  That  portion  of  an 
appropriation  or  allotment  which  has  not  been 
expended. 

Unuquidated  Encumbrances.  Encumbrances 
which  have  not  yet  been  paid  or  approved  for  pay- 
ment. 

See  also  Encumbrances. 

Voucher.  A  document  certifying  a  certain 
transaction,  especially  a  written  form  attesting  the 
propriety  of  the  payment  of  money. 

See  also  Check  and  Warrant. 

Warrant.  A  draft  upon  the  treasurer  for  the 
payment  of  money.  It  may  be  payable  upon 
demand,  in  which  case  it  usually  circulates  the  same 
as  a  bank  check;  or,  it  may  be  payable  only  out  of 
certain  revenues  when  and  if  received,  in  which  case 


it  is  a  short  term  obligation  and  a  part  of  the  floating 
debt.  The  term  also  denotes  an  order  for  the 
treasurer  to  accept  or  receive  money. 

See  also  Registered  Warrant. 

Warrants  Payable.  The  amount  of  warrants 
outstanding  and  unpaid. 

Work  in  Process.  The  cost  of  partially  com- 
pleted products  manufactured  or  processed  in  the 
service  departments,  such  as  a  partially  completed 
printing  job.  The  term  is  not  synonymous  with 
Work  in  Progress. 

Work  in  Progress.  The  cost  of  construction 
work  undertaken  but  not  yet  completed. 

Work  Order.  A  form  issued  to  one  responsible 
for  the  performance  of  a  particular  job,  indicating 
the  nature  and  location  of  the  job,  specifications  of 
the  work  to  be  performed,  and  a  job  number  which 
is  referred  to  in  reporting  the  amount  of  labor, 
materials,  and  equipment  used. 

Work  Program.  The  allocation  of  the  lump 
sum  appropriation  made  to  a  department  for  cur- 
rent operating  expenses  to  the  activities  or  working 
units  of  the  department  so  that  each  of  these  will  get 
its  proper  share  of  the  appropriation. 

Working  Capital  Fund.  A  fund  established  to 
finance  activities,  usually  of  a  manufacturing  or 
service  nature,  such  as  shops  and  garages,  asphalt 
plants,  and  central  purchases  and  stores  departments. 
Sometimes  called  a  revolving  fund  (q.v.). 
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Representative  Styles  of  Burroughs  Machines 

for  Governmental  Accounting 

NOTE:  Believing  that  readers  who  have  reviewed  the  foregoing  pages 
will  also  be  interested  in  some  of  the  modern  devices  by  which  budge- 
tary records  and  other  governmental  applications  are  most 
efficiently  maintained,  we  have  devoted  the  remaining  pages  to 
brief  descriptions  of  Burroughs  machines  most   commonly  used. 

Burroughs  offers  a  wealth  of  experience  gained  through  years  of  activity  on  govern- 
mental and  statistical  accounting  problems,  as  well  as  new  machines,  features  and  applica- 
tions which  speed  and  simplify  the  work.  Burroughs  maintains  oflBces  in  all  principal  cities 
of  the  United  States  and  Canada,  and  its  representatives  are  qualified  to  discuss  these  new 
developments  with  you  and  to  show  you  how  governmental  ofl&ces  are  using  them  to  advan- 
tage. A  telephone  call  or  the  enclosed  postage-paid  return  card  w^ill  get  prompt  response, 
without  obligation. 


Burroughs  Typewriter  Accounting  Machine 

for  Budget  Control  and  Fund  Accounting 


This  machine  is  designed  for  posting 
budget  control  and  fund  accounting 
records.  It  posts  appropriations 
ledger,  projects  ledgers,  cost  records 
and  general  ledger;  handles  distribu- 
tion, expenditures  by  objective  classi- 
fication, payrolls,  stock  records  and 
similar  accounting  work.  It  posts 
any  combination  of  related  forms.  It 
provides  full-width  journal  as  a  by- 
product of  posting,  and  automaticaUy 
furnishes  proof  and  control  figures. 
There  are  styles  for  everj-  requirement. 
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Burroughs  High-Speed  Posting  Machine 

with  Short-Cut  Keyboard 


i 


This  machine  is  especially  designed 
for  posting  appropriation  ledgers 
where  typewritten  description  is  not 
required.  It  posts,  proves  and  journal- 
izes in  one  operation,  providing  numeri- 
cal code  description  for  all  transactions. 
The  front-feed  carriage  affords  the 
simplest,  fastest  method  ever  de- 
veloped for  inserting,  aligning  and 
removing  forms.  It  provides  a  full- 
width  proof -journal  with  automatic 
accumulation  of  proof  and  control 
totals.  All  carriage  movements  are 
controlled  from  the  keyboard.  This 
new  Burroughs  High-Speed  Posting 
Machine  is  easily  adapted  to  any  type 
of  appropriation  ledger. 


Burroughs  Tax  Accounting  Machine 


Combining  a  typewriter  keyboard 
with  an  electric  computing  mechanism 
that  prints  its  own  results,  this 
Burroughs  writes  complete  tax  records 
with  full  typewritten  description.  It 
multiplies  valuation  amounts  by  tax 
rates  for  tax  amounts  by  direct,  elec- 
trical multiplication  —  not  repeated 
addition.  It  adds  tax  amounts  for 
the  total  tax,  and  divides  the  total  tax 
into  two  or  more  installments.  It 
adds  all  columns  for  columnar  totals. 
Each  total  is  printed  by  a  single  key 
depression. 

Assessment  roll,  tax  roll,  unit 
tax  ledger,  tax  bill  and  cash  book 
for  current  and  delinquent  tax  receipts 
are  prepared  on  the  same  machine. 
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Burroughs  Tax  Receipting  and  Cash 

Control  Machine 


The  Burroughs  Tax  Receipting  Machine  prints 
on  the  receipt — in  distinctive  figures — the  serial 
number,  tax  bill  or  property  description  numlier. 
date,  amount  of  payment,  and  cashier  identifi<-atioti. 
A  transcript  of  each  receipt  is  printed  on  a  loeked-in 
detail  tape,  and  a  total  is  accumulated  against  which 
cash  must  balance  at  the  end  of  the  day.  This 
affords  maximum  protection  to  the  clerk,  the  tax 
collector  and  the  city. 

This  Burroughs  can  also  l>e  used  as  a  fast,  practical 
adding  machine  for  all  kinds  of  figure  work. 


New  Burroughs  Electric  Duplex  Calculator 

with  Direct  Subtraction 


The  key  action  on  this  Burroughs  Calculator 
is  the  fastest  ever  developed  on  a  key-operated 
calculating  machine,  and  is  uniform  for  all 
keys.  The  Duplex  feature  i)ermits  the  accumu- 
lation of  individual  totals  and  a  grand  total  of 
individual  totals  without  re-adding.  Amounts 
may  be  directly  subtracted  from  the  grand 
total  at  the  touch  of  a  key.  It  is  the  only  key- 
operated  calculating  machine  that  does  a 
complete  job  with  one  handling  of  the  figures. 

Among  the  figuring  jobs  for  which  the 
Burroughs  Calculator  is  used  in  governmental 
offices  are:  calculating  tax  amounts  on  tax 
roll;  calculating  interest  and  i^nalties;  check- 
ing invoices;  extending  payrolls;  prorating 
administration  expense;  preparing  compara- 
tive reports;  compiling  cost  records. 


■*** 


*** 
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Burroughs  Adding-Subtracting  Machines 

with  Short-Cut  Keyboard 


Burroughs  Adding  and  Adding- 
Subtracting  Machines  are  available  in 
many  styles  and  capacities,  with 
various  features  for  special  kinds  of 
work.  The  style  illustrated  has  a 
capacity  of  eight  digits,  and  is  equipped 
with  separate  motor  bars  for  adding 
and  subtracting.  Like  all  Burroughs 
Adding  Machines,  it  has  the  Short- 
Cut  keyboard,  which  permits  the 
reduction  of  manual  operations  to  the 
minimum.  An  amount  ordinarily  re- 
quiring a  series  of  key  depressions  is 
written  as  a  unit.  Entire  amounts 
and  the  motor  bar  are  depressed  to- 
gether. Ciphers  are  printed  auto- 
matically. 


Burroughs  Correct-Posture  Chairs 


Burroughs  Correct-Posture  Chairs  are  durably  built 
of  steel  and  equipped  with  removable  cushions.  Scien- 
tifically designed  to  enforce  correct,  healthful  sitting 
posture  which  diminishes  fatigue  and  promotes  better 
work.  Height  of  seat,  height  of  back  support,  angle 
of  back  support  and  angle  of  back  cushion  are  easily 
adjustable  to  the  individual.  Equipped  with  ball- 
bearing swivel  and  easy-rolling  casters.  Made  in  two 
low  styles,  with  and  without  arm  rests,  and  in  a  high 
style  with  circular  foot  rest.  Choice  of  upholstery 
materials. 
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